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Uncle Sam’s Prodigious 
Power Project 


The political aspects of the St. Lawrence power plant 
have obscured its purely practical economic aspects. 
How will the proposed development affect the elec- 


trical industry? ‘The manufacturing interests? 


The 


transportation facilities? If Uncle Sam should build 
this costly structure, will he gain or lose from it? 


By HERBERT COREY 


OR some time past I have been, 
Fit Satan, gadding up and down 

the earth. Instead of a hot 
prong, however, I have been using a 
question on authority. This is the 
query: 

“What will be the effect of the St. 
Lawrence project, if and when com- 
pleted, upon the business interests of 
this country ?” 


HERE is no answer. No one 
knows. Many people have con- 
victions, but no one has proof. It 


may operate as Mary Ellen Lease 
asked the Kansas farmers to perform 
years ago. 

“Raise more hell and less corn.” 

It may raise more commercial corn. 
It may give the railroad industry of 
this country, already groggy from 
the well-meant interference of re- 
formers, politicians, and theorists, 
that final wallop which will push it 
into government ownership. It may 
create so much new business for the 
roads that their presidents will come 
out of the woods again in the broad 
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light of day; they may even take to 
wearing silk hats once more. It may 
give such a fillip to industry and 
farming in the state of New York 
that other localities will see that the 
straight road to prosperity is flooded 
with electric power and light. It may 
bring ruin to thousands of investors, 
destroy properties now flourishing, 
and hang another garland of poison 
ivy on the taxpayer’s neck. 

The point is that no one knows. 

Therefore, it seems to me that right 
now is a good time to do a little 
thinking about the St. Lawrence 
waterway and power project. The 
extraordinary fact to me is that so 
little thinking seems to have been done 
to date. This is said in no spirit of 
antagonism to the project. Nor in 
any spirit of friendship for it. Thou- 
sands of men can say offhand what 
the project is. I have not found one 
man who can say definitely what it 
will do. From one quarter of a bil- 
lion to one third of a billion dollars 
are to be spent on the job. No; that 
statement is in error. That sum is 
not the total. It is just the ante. 

Plenty of people guess what the 
effect of that job on the prosperity 
of this country will be. No one 
knows. No one is sure. No one has 
a nickel’s worth of proof. 

That is just the way I bet on the 
Kentucky Derby. 


HE governments of the United 

States and Canada have entered 
into a treaty in which the broad out- 
lines of the project have been agreed 
to. If and when this treaty is ratified 
by the Senate of the United States 
and by the Parliament of Canada, 
immense sums of money will be spent 


on each side of the border to carry 
the project into effect. Roughly 
speaking the estimate of cost to the 
United States is in the neighborhood 
of $275,000,000. The cost to Canada 
will be approximately the same. It is 
unlikely that the cost of the project 
has been overestimated. 

This initial investment will provide 
a deep waterway for ocean going 
vessels up the St. Lawrence and 
through the Welland Canal into the 
Great Lakes. Every major port on 
the five lakes will become an ocean 
port. 

It is further planned that Canada 
on the north and the state of New 
York on the south will create huge 
hydraulic power plants for the manu- 
facture of electricity. Again the cost 
is unknown. Perhaps $100,000,000 
on each side. The St. Lawrence is 
probably the greatest potential source 
of water-made power in the world. 
The mighty river runs at low water 
more than the Colorado river does at 
flood. It has a drop of 90 feet in 
fifty miles and ice never bars it. A 
conservative assumption is that it will 
produce 1,000,000 horsepower on the 
American side alone. 

Very well, then; what will be the 
effect upon the power companies of 
New York state and upon the indus- 
tries of New York state of this flood 
of 1,000,000 new horsepower? 

What will happen to the railroads 
of the Middle West when every lake 
port is a seaport? 


. appears to be a fact that the cargo 
carriers of the seven seas may 
enter the five lakes. Not all of them, 
it is true, but practically all of them. 
The Leviathans and Berengarias and 
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the other great passenger liners will 
not be able to dock at Chicago, but 
then no one wants them to dock there. 
The passenger boats sell speed, and 
they are more interested in lopping 
off half a day between New York 
and Southampton than in all the glor- 
ies of the prairies. 

But the greater part of the cargo 
boats only need 25 feet of water when 
they are loaded down to the Plimsoll 
mark. They are rarely laden so deep- 
ly, even in good times. The channels 
in the lake ports at present are only 
about 22 feet deep, but they can easily 
be scooped 3 feet deeper. When 
that is done most of the cargo car- 
riers of the seas can enter the great 
lake ports carrying every ounce the 






we Jaw will let them. Almost every oth- of tomorrow. tg 
00 er one of the cargo carriers can enter The railroads are still suffering 
is the lake ports by reducing their loads from pains, but they are not growing 
ce to fit the new 25-foot channel. pains. A new set of conditions has 
Id. The difference in freight rates be- arisen. A warm-hearted government 
er tween a wholly sea-borne cargo from has spent $24,000,000 to furnish them 
at the Middle West to European ports water-borne competition on the inland 
in and a rail-ship borne cargo will be rivers and permitted their competitors 
A somewhere between four dollars and so to juggle costs that the railroads 
ill seven dollars a ton. When the car- can always be undersold. Trucks 
he goes begin to go wholly by sea from and pipe lines and airplanes have taken 
Chicago and Cleveland and Duluth business away from them. The In- 
ne what will happen to the railroads? terstate Commerce Commission pares 
of No one knows. No one dares say. their rates below the line at which it 
S- Some are confident that whatever hap- would be possible for them to build 
d pens will be for the best and some are up a decent surplus against hard 
confident that whatever happens will times. An act of Congress must be 
is be entirely for the worst, but no one _ enacted before a tracklayer or a brake- 
e 
& 
o “RIGHT now is a good time to do a little thinking about 
¥ q the St. Lawrence waterway and power project. The ex- 
7 traordinary fact to me is that so little thinking seems to 
. have been done to date. I have not found one man 
d who can say definitely what it will do.” 
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can say definitely that this or that will 
happen. Because no one knows. 










UITE by chance I picked up today 
O a pamphlet written by Dr. 
George Otis Smith in 1920. He is the 
head of the Federal Power Commis- 
sion and has for years studied deeply 
the power and transportation and re- 
lated questions. In 1920 it was evi- 
dent to him that the Middle West was 
short on transportation. It was being 
choked. 

“The railroads,” he said, “have 
broken down because their load has 
increased much faster than their 
equipment or trackage . . . America is 
suffering from growing pains and all 
our plans must be made on the basis 
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man can buy his baby new shoes. 

Dr. Smith was perfectly right on 
the basis of 1920 conditions. The 
same statement made today would be 
perfectly wrong. Conditions have 
changed. They are always changing. 
Seven years ago the engineers of the 
great electrical equipment producing 
companies prepared sets of graphs 
showing what would be needed in the 
future in man power and floor space 
and mechanical setup. Those graphs 
are comic supplements today. The 
engineers were the best in the known 
world and their facts were absolutely 
correct, but the future changed on 
them. Today they are using different 
types of machines and producing dif- 
ferent articles with different elements. 

The moral seems to be that no one 
can see very far into the future. 


I AM not making an argument for 
or against the St. Lawrence wa- 


terways project. I am merely sug- 
gesting that now is a better time to 
do our thinking than after the United 
States has spent $275,000,000 and 
the state of New York perhaps $100,- 
000,000 and the larger ports of the 
Great Lakes as many million dollars 
each for docks and warehouses and 
lighthouses and channels, as circum- 
stances will permit their politicians to 
spend, and all the little towns on the 
Great Lakes have had acute attacks 
of seaport mania and have mortgaged 
their grandsons’ denim pants by way 
of security. 

Regardez, mesdames et messieurs, 
what happened on the inland water- 
way system when the government- 
owned Inland Waterway Corporation 
began to promise prosperity to the riv- 
er towns just as soon as sufficiently 


handsome docks were built for the 
accommodation of the government’s 
nice new steel barges? Did the little 
river towns go into debt for docks? 
Or did they not? And who will pay 
for them if not the taxpayers? And 
just what is the limit of a taxpayer, 
anyhow? 
But that is beside the question. 


) seems unlikely that the wheat 
farmer will benefit by the St. 
Lawrence project. That is to say, the 
freight tariff on wheat shipments will 
not be materially lowered. Wheat is 
almost all water-hauled now. It is 
railroaded to the lake ports and there 
shipped by water to Montreal, where 
it is transshipped to ocean carriers. 
The cost of transshipment is not ex- 
cessive. Wheat which has been raised 
in parts to which water transportation 
is not available goes to the seaboard 
by rail. It will continue to go by rail 
when the St. Lawrence project is com- 
pleted. 

A primary law of nature is to be 
obeyed. Nothing good ever happens 
to a farmer. 

-But wheat farming is not the only 
business of the Middle West. There 
are huge factories in Chicago and 
Cleveland and Detroit and Duluth and 
where-not. Under present conditions 
their output is shipped by rail to the 
Atlantic seaboard, there to be. put 
aboard ships for Singapore and Hong 
Kong and Liverpool. It does not pay 
to hoist a consignment of tractors on 
board a lake steamer at Chicago and 
hoist them out again at Montreal and 
put them on board a cargo steamer 
for Valparaiso. Conditions may force 
this upon the shipper now and then, 
but not often. It is easier to trundle 
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as is assumed that a period of from five to 
seven years will be required for the com- 
pletion of the St. Lawrence project, after and 
if the treaty is ratified by both countries. . 

Will the need for power in the state be so 
great eight years from now that both state 
and privately owned plants can carry on a 


profitable business?” 


Where Will Markets Be Found for the Vast 
Increase in Electric Power? 








them on flat cars and trundle them 
off again at the Bush Terminal in 
Brooklyn. 

If Chicago becomes a seaport those 
tractors would be lowered into Num- 
ber Four hold of the rusty old tramp 
My Pal Paloma, just in from Spitz- 
bergen with a load of dried fish, and 
would be hoisted out again in South 
America. It is true that small, pif- 
fling shipments of eight bicycles and 
fifteen dollars worth of spare parts 
for typewriters would probably be en- 
trusted to the railroad to be carried 
to the seaboard, but all the heavy stuff 
would drop into the boats. And who 
owns the sea-going cargo boats of the 
world? 

Whoever owns them, the owners 
are not the American railroads. 
Great Britain comes first, I believe, 
and the United States nowhere. It 
is true that the United States fleet 
is ranked second to that of Great 
Britain. But that does not mean that 
in the possession of cargo boats we are 
in the same country with King George, 
God bless him! The British have been 
lucratively engaged in the shipping 
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business ever since they began to 
scrape off the blue woad, and we 
in this country are not. 


AYBE we will get in the shipping 
business when and if the lakes 
become adjuncts of the Atlantic. 
Maybe we will not. I do not know, 
you do not know, he, she, or it does 
not know. I am endeavoring merely 
to call attention to the fact that the 
future is chuck full of potentialities, 
but that no one knows what they are. 
And that this is a good time to 
think about them. 


| pepanes this reduction in the cost 
of carrying heavy freight to for- 
eign parts will build up industry in 
the west. We are becoming more and 
more an industrial nation. Even to- 
day, and it hardly seems credible, the 
ore-carrying boats on the Great Lakes 
pass each other at 20-minute intervals 
during the open season. They are 
laden with less fuss and bother than 
a Strasburg liver merchant can feed 
a goose and the ore is taken out of 
them like peanuts from a nickel vend- 
ing machine. It may be that the in- 
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numerable things which are made 
from that ore in the lake ports may 
be shipped so cheaply by the lake-sea 
route that there will be a factory on 
every half mile of all our lake fronts 
and so much new business will be 
created inland that the railroads will 
never miss the carloads to the sea of 
which they will be deprived. 

No one knows. That is the point. 
Many people guess, one way or the 
other, but not one of the authorities 
will say that he knows. 

The railroads might benefit in the 
end. No one knows. Faced with a 
ruinous loss of traffic to the seacoast, 
on top of the other ruinous losses of 
the past few years, they may be 
forced to change their entire structure 
and methods. The I. C. C. might per- 
mit them to run their own business. 
That is a wild suggestion, of course, 
but it is an extreme possibility. The 
I. C. C. might permit railroad men to 
go back to railroading, instead of 
wearing tights and tin swords and 
spending their time in court circles in 
Washington. It is true that William 
J. Flynn, vice chairman of the Albany 
Port Commission, takes a pessimistic 
view of the railroad future. He 
thinks no railroad could turn over all 
the business gravy to cargo boats for 
seven months in the year and live on 
what little is to be picked up during 
the five winter months, when the lakes 
are closed. 

But who knows anything? 


= than twenty years ago the then 
president of the New Haven 
Railroad was hot for the electrifica- 
tion of everything in New England 
that could be electrified. The New 
Haven Railroad was being buried un- 
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der the mountains of coal offered for 
hauling. It was a physical impossibil- 
ity for the New Haven to double 
track much more than it had double 
tracked, or to add more terminals to 
the terminals it had, because New 
England was so congested that there 
was literally no room for additional 
facilities. 

No one has heard the New Haven 
complain recently of a surplus of coal- 
hauling business. 

Sir Henry Thornton is the best 
English railroad man who was ever 
born, reared, and trained in the Unit- 
ed States. When he was in charge 
during the war of Great Britain’s rail- 
roads I invited him one day to join 
with me in laughing at the railroad 
equipment of the island. English 
roads often used horses to shunt cars 
with, their engineers stood on steel 
plates instead of sitting on cushions 
and station masters blew tin whistles. 
When I was all through laughing Sir 
Henry told me a thing or two: 

“Most of England’s heavy freight 
is water-borne,” he said. “The Eng- 
lish are a sea-going people. Our big 
freight cars could not be handled in 
this country of short runs and light 
loads. They have the best system for 
their needs.” 


Cc may be that Western farmers will 
be doing a good business in raising 
draught horses one of these days, to 
be used by the American railroads in- 
stead of switch engines. By that time, 
like England, we may be carrying our 
heavy freight by sea. The function 
of the railroad, with the truck and bus 
complement which may then be al- 
lowed it by an almost foolishly kind 
Congress, may be to bring in bushel- 
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basket lots to the lake ports for ship- 
ment to Bordeaux and Hamburg. I 
want again to hammer in the point. 
No one knows. The St. Lawrence 
project may compel a change in the 
shipping business of the whole nation. 

That change may be a flush of pros- 
perity and it may not. No one knows. 

It is, I think, a fair inference that 
if the St. Lawrence project should 
vitally injure the railroads they will 
be shortly after taken over by or sub- 
sidized by the government. The ar- 
gument is that if the government, by 
building and backing the St. Lawrence 
project, has done them harm, it will 
be only fair play if the government 
atones for this injury by buying them 
out and taking them over. A further 
argument, of course, will be that the 
possession of the railroads will be 
forced upon the government to protect 
its lake-sea scheme against competi- 
tion. 

On second thought this may not be 
a good argument. It was a swell ar- 
gument in Canada not so long ago, 
when the Canadian National was run- 
ning hogwild at the expense of the 
taxpayer, in its effort to take business 
away from its only real competitor, 
the Canadian Pacific. But Canada 
has had a second thought and the 


proposition now is toward a reduction 
of cost to the taxpayer and the elimi- 
nation of useless competition. 


or does any one know what will 

be the effect of the state-owned 

St. Lawrence power project on the in- 
dustries of New York state. 

This much is known. Fifty-one 
thousand-odd farms in New York 
state are using electricity. This is the 
largest number of electrically equipped 
farms in any state of the Union in 
which no question of irrigation 
arises. It is only exceeded by the 
eighty-odd thousand farms in Califor- 
nia. On the United States side of the 
line more farmers use electricity than 
on the Canadian side, immediately 
opposite, which power is purveyed by 
the governmentally owned Ontario 
system. The use of power in industry 
in New York state was increasing 
constantly, until given pause by the 
business slackening. 

It is assumed that a period of from 
five to seven years will be required for 
the completion of the St. Lawrence 
project, after and if the treaty is rati- 
fied by both countries. When that 
project is completed one million fresh 
horsepower will be offered for sale in 
the New York state area. At present 
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“Now is a better time to do our thinking than after the 
United States has spent $275,000,000 and the state of 
New York perhaps $100,000,000 and the larger ports of 


the Great Lakes as many million dollars each for docks and 
‘warehouses and lighthouses and channels, as circumstances 
will permit their politicians to spend, and all the little towns 
on the Great Lakes have had acute attacks of seaport mania 
and have mortgaged their grandson's denim pants by way 
of security.” 
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the profitable sale of power is limited 
by the distance factor. It is affected 
by other purely technical factors like- 
wise, but these might conceivably be 
altered by the constant scientific 
progress of the industry. On the 
basis of present conditions, however, 
power must be utilized within a com- 
paratively short distance of the place 
of production. 

Assuming that one million fresh 
horsepower is unloaded upon this 
somewhat restricted area, what will 
happen? 

For one thing, economy will dic- 
tate its 24-hour employment. Steam- 
made power may be and is damped 
down at intervals during the day to 
correspond with its use. Men and 
women still prefer to go to work in 
the morning and come home at night. 
Factories do not often run after six 
o'clock except under stress of great 
demand. Water-made power is 24- 
hour-a-day power. If the turbines are 
shut down for an hour nothing is 
saved and an hour’s power is irre- 
trievably lost. The logical result will 
certainly be that 24-hour factories will 
be built up in the St. Lawrence power 
area. Rather than lose the sale of pow- 
er by closing down the state-owned 
production plant, the state will sell 
that power so cheaply that 24-hour 
factories will be forced into existence. 

This statement seems to be assented 
to by every one familiar with the proj- 
ect, whether opposed to it or not. 


HAT will be the effect of an area 

sufficiently large to use one mil- 
lion horsepower, twenty-four hours a 
day, in addition to the power now 
used, on the other industries of the 
state and nation? 


Another matter for guesswork. 
Bearing in mind the experiences of 
the past how is it possible for any one 
to say that in, say, eight years from 
today this country will be so bulging 
with prosperity that the added one mil- 
lion horsepower can be absorbed with- 
out any industrial dislocation follow- 
ing the absorption? Or how can any 
one say that it cannot be absorbed? 
That the new 24-hour-day factories 
will completely change the character 
of the containing cities may be accept- 
ed as certain, but how will the char- 
acter be changed? 

Will they be bettered? Maybe. 
Will they be converted into joyless 
hives? Maybe. Who knows? 


yen of dollars are now in- 
vested in the production of 
electrical energy in this area. It may 
be accepted as certain that a state- 
owned hydraulic plant, freed of the 
burden of taxes both Federal and 
state, certain of a usable head of wa- 
ter every hour of every day of the 
year, can produce power more cheap- 
ly than can a steam-operated, private- 
ly owned plant, no matter how eff- 
ciently managed. One element in 
New York state favors the duplica- 
tion of the existing channels of pow- 
er distribution by the state-owned 
plant for the stated purpose of keep- 
ing down the rates. Will that element 
have its way? No one knows. 

Will the need for power in the state 
be so great eight years from now that 
both state and privately owned plants 
can carry on a profitable business? 

Will industry be given such a tre- 
mendous impetus that in the long run 
the privately owned companies will 
benefit, because they can be expanded 
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indefinitely to meet the demand, 
whereas the state is practically limit- 
ed to the establishment which pro- 
duces the one million horsepower ? 

Will the state-owned plant be op- 
erated as a money-maker for the 
state? 

Bearing in mind the unquestioned 


~ fact that wherever a state or a munici- 


pality owns a plant the first thought 
of the politician-managers is to favor 
the rate-paying voter at the cost of the 
taxpayer, what might be the ultimate 
burden upon the latter unfortunate? 
In Canada today an effort is being 
made to take the nationally owned 
Canadian National out of the hands 
of the politicians and turn it over to 
the management of men who know 
their business and who are out of 
reach of politicians, high or low. 
Would that be the decision of New 


York state in the end? Would that 
encourage the movement now halting- 
ly on foot to relieve politicians as 
much as possible of the responsibili- 
ties of government? 

If super-governments of the sug- 
gested kind were established every- 
where, completely freed of the neces- 
sity of consulting the popular will, 
what becomes of democracy? 


I HAVE asked these questions and 

correlative questions of many 
persons in authority set over me. I 
have obtained many sincere expres- 
sions of opinion. But as to the actual 
effect which may be expected from 
the consummation of the St. Law- 
rence deep waterway and power proj- 
ect— 

No one knows. 

It is a question without an answer. 











Current Trends of Outstanding Importance 
in Utility Regulation 


A this present number of Pustic Utitities FortnicHtty goes to 
press, the forty-fourth annual convention of the state public serv- 


ice commissioners 


wil be about to open its sessions in Hot Springs, 


Arkansas. At that notable gathering reports of the various committees 
of the National Association of Railroad and Utilities Commissioners 
will be submitted, round table discussions on regulatory problems will 
be held, addresses will be delivered, and ideas, plans, policies, and 
principles will be set forth concerning the outstanding problems that 


confront the state commissioners today—some of them vital 


oblems 


of @ controversial nature on which the whole future of public utility 


regulation rests. 


A cross-section of these opinions, as revealed in 


pointed excerpts from the more important reports and talks of the 
commissions, will appear in this magazine, beginning with the next 
issue—out December 8th. 
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Why Telephone Rates 
Stand Unchanged 


The purpose of this article, as expressed by the author is twofold: 
“First, to offer an explanation of why, under present conditions and prac- 
tices, there is little hope of lower rates; SEconp, to point out the way in 
which it may be possible to bring about a lowering of rates without 

impairing the service or handicapping the telephone companies.” 


By RILEY E. ELGEN 
PUBLIC UTILITIES COMMISSIONER OF THE DISTRICT OF COLUMBIA 


HY do telephone rates of 
\ \ major companies generally 
remain stable while rates of 

other things go down? 
This question has been asked by a 
multitude of curious people in this 


country. No satisfactory answer has 


so far been made to it. Experts of 
the principal telephone companies say 
the explanation is so simple that it 
seems strange anyone should need any 
further enlightenment. This is their 
version of it, as I understand it: 


HILE rates remain the same, the 

subscriber is really getting more 
for his money, day by day. The rea- 
son is simple. Today, your telephone 
can reach more people than ever be- 
fore, therefore, it is more useful and 
valuable to you and is of greater serv- 
ice. 
Again, take a pencil and paper, 


mark on it station “A” and station 
“B” ; it takes only one circuit and no 
exchange to connect these two sub- 
scribers if they wish to talk, but when 
subscriber station “C” is added you 
have to have three circuits. And so 
on. 

The system gets more and more 
complicated as other stations are add- 
ed and, in consequence, the service 
becomes more and more expensive to 
furnish, and the subscriber at the 
same time has a far greater range of 
possible use but for the same charge 
or rate. 

The question, however, still per- 
sists : 

“Why do telephone rates generally 
remain stable while other rates go 
down ?” 

In casting around for an ex- 
planation, an expert who was testi- 
fying under oath, was asked ques- 
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tions, to which he replied, as follows: 

Q. If the XYZ exchange was, as 
you say, in a 97 per cent condition on 
January, the Ist, why was it retired 
on July 1st, of the same year? 

A. That was necessary to carry out 
certain policies of the telephone com- 
pany. 

Q. How long do you estimate that 
exchange might have remained in 
service? 

A. It was good for twenty years 
further service. 

Q. Do you think it good business 
policy to retire large blocks of prop- 
erty in such excellent condition and 
add more costly property without any 
added benefit to the subscriber? 

A. The telephone company has 
studied the needs of the community 
and determined upon this policy. 


HE question of stability of rates 

may well find an answer in these 
decisions and policies of telephone 
companies. Particular attention 
might well be given to the methods 
and rates of accruing for depreciation 
and the manner of investment of the 
depreciation reserve. Telephone com- 
panies seem to hold that this reserve 
should at all times be about twenty 
per cent of the invested capital, and 
further, that the rate of accrual in op- 
erating expenses should be great 
enough to enable them to retire and 
replace their entire plant about every 
twenty years. Yet, in valuation cases, 
their experts invariably testify that 
the observable depreciation is between 
eight and nine per cent. 

This policy of accruing for depre- 
ciation, which has not received seri- 
ous consideration from many regula- 
tory commissions, seems partly to be 


the answer to the question of stability 
of telephone rates. Certain court de- 
cisions say, in effect, that a utility 
has a right to rates which will permit 
them to be recompensed currently for 
their property which is used up in the 
public service. The practical applica- 
tion of this theory to a telephone 
property should work out in the be- 
ginning about like this: 

The dates of installation and the 
dates of retirement of property that 
has been retired is obtained together 
with the original cost of each unit in- 
vestigated. Dollar years are accumu- 
lated and divided by the total original 
cost of all of the items in a class. The 
answer is the average service life. If 
the average service life, therefore, is 
twenty years, then it will be necessary 
to retire 5 per cent (providing there 
is no salvage) of the original cost an- 
nually in order to have a sufficient 
fund available to write the property 
out of the books of the company when 
its useful life has expired. 


poe a method is not, however, 
used by the companies. They in- 
clude the cost of additions to the prop- 
erty not yet made. 

Their rates of depreciation do not 
apply to the property which ts devoted 
to the public service but that which 
might be added before the whole is re- 
tired. The courts did not say that a 
utility has a right to be recompensed 
currently by the ratepayers for prop- 
erty which might some day be in- 
stalled ; furthermore, the reliability of 
the fundamental data used by the tele- 
phone companies for establishing the 
depreciation rates is not impressive. 
Only a few rates of depreciation have 
back of them reliable data from which 
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a conclusion can be drawn. From my 
observations the need for a real sub- 
stantial background for such rates is, 
indeed, great, particularly when one 
considers that nearly $200,000,000 
is collected in the Bell System alone 
from the ratepayers annually on the 
basis of such data. 

Of course, by a proper system of 
annual accruals a depreciation reserve 
may be maintained which, on the 
average, will exactly represent the ex- 
perience of the company. The answer 
to the question of why telephone rates 
do not come down is, in part, found in 
the method of investing these re- 
serves. As a matter of fact, a de- 
tailed investigation of one of such re- 
serves (which I believe would prob- 
ably be typical of most) shows that 
while current accruals to the deprecia- 
tion reserve over a period of twelve 
years was approximately $1,000,000 
annually, the average annual cost of 
property which was retired amounted 
to only about $650,000. This left 
$350,000 yearly to be added to the re- 
serve. 


Are of the depreciation re- 
serves of different telephone 
companies shows that the relationship 
between such reserve and fixed capi- 
tal varies. Relatively smaller reserves 
are found where dividend payments 
and corporate surpluses are least. 
This might be attributed to a lower 
annual rate of accumulation of re- 


serves. Such conditions are also 
found existent in common carrier re- 
serve accounts where the rate of ac- 
cumulations of depreciation reserves 
is varied, being highest in the most 
prosperous companies. 

A study of reports of twenty-one 
different telephone companies shows 
that composite rates of depreciation 
have been going down since the be- 
ginning of the depression in 1929. 
Just why or how loss in revenue can 
affect the life of property cannot 
easily be determined. The most plaus- 
ible answer seems to be that with low- 
ering net income, the companies so 
adjusted their depreciation rates 
downward for the purpose of decreas- 
ing operating expenses and increasing 
net income, thus making available 
greater sums for dividends. On the 
other hand, where a company is in 
a prosperous condition and earning a 
fair return a lower rate of accrual for 
depreciation might easily react against 
the company by increasing the rate of 
return to a point where reductions in 
rates are inevitable. 


HE conclusions to be drawn from 

such a system of accruing for de- 
preciation are inescapable. With the 
control of the annual rate of accrual 
resting largely in the hands of the tel- 
ephone companies, it is not difficult to 
see that the amount of net income 
could quite conceivably be maintained 
so that it would not greatly exceed a 


e 


serve may be maintained which, on the average, will exactly 


q “By a proper system of annual accruals a depreciation re- 


represent the experience of the company. The answer to 
the question of why telephone rates do not come down is, 
in part, found in the method of investing these reserves.” 
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fair return at any time, in which event 
no rate reduction could be defended 
in court. 

The remedy to correct these condi- 
tions rests in the hands of regulatory 
commissions. To do so intelligently, 
it would be necessary to have full and 
complete data showing the different 
rates of accrual for depreciation in 
the several companies together with 
the supporting data. From a study 
of these and such supplemental. infor- 
mation as may be found necessary, 
rates of accrual could be established 
which would be fair to the public, and, 
at the same time, give full protection 
to the investment of the owners of the 
telephone companies, but would not 
be dictated by a predetermined divi- 
dend policy. 

Investigations show that various 
large telephone companies under pres- 
ent methods maintained reserves for 
depreciation ranging, in round num- 
bers, from 10 to 29 per cent of their 
total investment. The amounts of 
these reserve accounts range, in round 
numbers, for different companies 
from $4,000,000 to $182,500,000. 
The company referred to above had a 
reserve of $6,800,000, or sufficient to 
retire property at its previous rate of 
retirement for ten years in the future 
without any further additions to its 
reserve. 


HE existence of such relatively 

large sums in reserve tends to 
promote extravagance, by making it 
possible for valuable property in al- 
most perfect condition to be displaced 
by new and more costly property of 
no greater service value, in so far as 
the subscriber is concerned. The ef- 
fect of such a policy is to create a vi- 
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cious circle of retirements, thus grad- 
ually shortening the service lives 
which form the basis of the calcula- 
tion for the rate of depreciation. The 
underlying and supporting data may 
conform to the strict interpretations 
of certain court decisions, but the con- 
trol of the amount of the reserve rests 
wholly with the telephone company at 
present. By such a process, the in- 
vestment may be kept at all times suf- 
ficiently large to prevent any reduc- 
tions in rates without violating the 
rule of a fair return upon the value 
of the property devoted to the public 
service. 

The company also has the advan- 
tage of taking their cash for needed 
improvements from this reserve 
which is built up of sums derived from 
the rates paid. The use of such funds 
for additions and betterments to the 
plant is thus secured without the pay- 
ment of interest charges, while the re- 
turns which such companies derive 
from their investment in the plant are 
not, as a rule, credited to the deprecia- 
tion reserve but are used for any cor- 
porate purpose such as paying divi- 
dends and accruals to surplus. 

By the workings of such a system 
only rare opportunities will ever be 
offered whereby rates may be reduced 
without such company, if it so elects, 
being able to prove confiscation. Un- 
til this system of accumulating and 
investing the depreciation reserve has 
been curbed, there can be little hope 
of reductions in telephone rates which 
will stand up under court decisions. 


Cc rather surprising feature of 
the telephone business is that re- 
sponsible telephone managements 
freely admit that they do not know 
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The Theory and Practice of Computing Depreciation Reserve 


or arene companies seem to hold that depreciation re- 
serve should at all times be about twenty per cent of the 
invested capital, and further, that the rate of accrual in operating 
expenses should be great enough to enable them to retire and 


replace their entire plant about every twenty years. 


Yet, in 


valuation cases, their experts invariably testify that the observ- 
able depreciation is between eight and nine per cent.” 





the costs to them of any one of the 
services which they render. That is 
to say, where they have, as an illustra- 
tion, an exclusive business rate of $4 
and a private phone rate of $4.75 per 
month, they are unable to state the 
costs to them for such service. There- 
fore, they are unable to say which is 
the more profitable rate of the two. 

Their rate schedules have apparent- 
ly grown from systems established in 
the early days of telephone use. The 
telephone companies do not concern 
themselves with the revenues derived 
from individual services but rather 
with the net results of their opera- 
tions. 

To remedy this lack of appropriate 
accounting, the accounting practices 
of telephone companies should be 
modified to permit of the deter- 
mination of essential data tending to 
establish the costs to them of the 


different services which they render. 

As a result of the accumulation of 
large sums of money through the op- 
eration of the present practices of ac- 
cruing depreciation, extensive so- 
called improvements in the plant are 
required. One of the most important 
plans of the telephone companies ap- 
parently contemplates the eventual re- 
tirement of all manual central office 
equipment and the installation of dial 
or automatic switching. This policy 
merits the serious attention of all reg- 
ulatory commissions. Studies of the 
probable effect of the use of dial on 
telephone rates follows. 


N° change to dial equipment at 
tremendous cost to the tele- 
phone companies should be made un- 
less there are some benefits to be de- 
rived by either the company or the 
subscriber. A study of the results of 
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operating during 1929 to 1931, both 
years inclusive, does not hold out 
much hope that the subscriber will be 
able to obtain reductions of his rates 
because of the widespread develop- 
ment in the use of dial equipment. 
During the two calendar years, 1930- 
1931, the Bell System companies 
alone increased their fixed capital in- 
vestment by $420,500,000 which was 
largely due to installation of dial 
equipment. This amounted -to in- 
creases in twenty-one companies rang- 
ing from 7.6 per cent in the Chesa- 
peake and Potomac Telephone Com- 
pany of West Virginia to 25 per cent 
in the Wisconsin Telephone Com- 
pany. Three companies increased 
their fixed capital from 21 to 25 per 
cent. On the average, the increase 
was about 12.7 per cent, although in 
these two years there was a net loss 
of about 31,000 stations and the 
lessened number of telephone users 
still had to carry an added investment 
cost of property in excess of $420,- 
000,000 largely attributable to the 
adoption of dial equipment or auto- 
matic switching. 

It has been stated that dial equip- 
ment will reduce expenses largely by 
eliminating operators. This may be 


Number of 


true, but other and generally more ex- 
pensive employees have to be engaged 
and, furthermore, there is some doubt 
as to any reduction in the total num- 
ber of employees needed to operate ex- 
changes after the installation of dial 
equipment. The tabulation below, on 
this page, from reports of the compa- 
nies for 1931, illustrates this thought. 

From this tabulation, it can readily 
be seen that although Company No. 
1 had 52 per cent of its central offices 
equipped with dial equipment more 
employees were required than where 
there were only 2, 5, and 21 per cent 
of central offices so equipped. Fur- 
thermore, this tabulation shows that 
where dial equipment has been in- 
stalled in from 20 to 52 per cent of 
the central offices, the average number 
of subscribers which one employee 
can take care of is 60.1, however, in 
the range of percentages from one to 
seven, one employee looks after 59.4 
subscribers. 


| a similar tabulation of percent- 
ages above 7 and below 20 per cent 
more substantial confirmation ap- 
pears. (See the table on page 618.) 

This table indicates that, with an 
average of 10.6 per cent of the cen- 


e 


Per cent of Central 


Stations per Offices Equipped 
with Dial 


2 
23 
22 
21 
20 
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Number of 


tral offices equipped with the dial, 
more employees are required to oper- 
ate a given number of stations than 
is the case where manual equipment is 
used more extensively. When it is 
considered that the average rate of 
pay of added employees for dial oper- 
ation is greater than the average of 
those required for manual equipment, 
that the investment is also greater and, 
therefore, the annual charges for de- 
preciation in operating expenses are 
greater, I can see no hope for a down- 
ward tendency in telephone rates. 


may be pointed out that since De- 
cember 31, 1929, there have been 
increases in dial equipped central of- 
fices ranging from 7 to 300 per cent 
with corresponding decreases in man- 
ually operated offices .which might 
have been expected to permit effective 
reductions in the number of employ- 
ees. However, a study of the compa- 
nies’ reports does not show such a re- 
sult. Changes in the numbers of em- 
ployees do not seem to bear any re- 


Per cent of Central 
Offices 7 ge 
-= : ial 


lation to increased use of dial equip- 
ment. The table on page 619 illus- 
trates this point. 

The increase in dial equipment in 

the case of Company No. 17 was 27 
per cent, the increase in stations 3.0 
per cent, yet in the case of Company 
No. 5, with no increase in dial equip- 
ment and the same increase in sub- 
scribers’ stations, 1.0 per cent more 
employees were dismissed from serv- 
ice. 
A study of Company No. 7 and 
Company No. 16 will lend further 
weight to the assertion that dial equip- 
ment does not present much oppor- 
tunity for saving to the public through 
decreases in personnel. In fact, it is 
quite apparent that the reductions in 
the personnel of different companies 
bore little relation to the amount of 
dial equipment in use but was rather 
attributable to other causes not here 
apparent. 

The total reduction in twenty-two 
companies was 68,000 employees in 
the years 1930 and 1931, or about 
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18.6 per cent of the total; although 
there were at the end of the two years 
about the same number of stations in 
service as on December 31, 1929. 
The policy of reducing employment 
seems to have been carried out even 
though there was normal gain in sub- 
scriber stations. This is particularly 
true when it is observed that there 
was a 10 per cent decrease in em- 
ployees in Company No. 2 which had 
a rather abnormal gain in stations, no 
increase in the use of dial equipment, 
and the biggest earnings in its history 
in 1931. The dividend policies of the 
twenty-two companies were not dis- 
turbed, neither were the accumula- 
tions to depreciation reserve. 


i is apparent that in order to pass 
along to the public any advantages 
which come from improvements in the 
art of conducting the telephone busi- 


ness, several steps will have to be ta- 
ken: 


1. A limit considerably below 20 


Per cent of Increase 


Number of 


in Dial Equipp 
Cc as aad Offi: 


e 


ed 


per cent of the investment costs will 
have to be placed upon the deprecia- 
tion reserves. This limit will be re- 
quired because of the possibility of 
using these funds to make changes in 
the equipment before such changes 
are necessary. 

2. The earnings from the invest- 
ment of the depreciation reserves in 
the property should be credited to 
these reserves in order to reduce the 
burden on the subscribers of furnish- 
ing all accruals to such reserves. 

3. No extensive plans or policies 
requiring large additions to the fixed 
capital should be put into effect’ with- 
out permission of the regulatory 
commissions. If commissions do not 
now have power to require this, they 
should ask for it. 

4. Before further dial equipment 
is allowed to be installed, it should be 
shown what benefits, if any, the pub- 
lic may hope to secure from its use. 

5. The present accounting system 
established by the Interstate Com- 
merce Commission should be revised 
and each state should be understood 
to have full jurisdiction over local 
companies. 

6. Licensee agreements with the 


Per cent of Increase 
or Decrease in 
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Personnel 
12.0 
10.0 

9.2 


12.9 
16.9 


*“e# 
—_ — 
nwt 
ooo 


* 


SONENAONMAUD 


ws 

ge 

an 
SSoOUNSCUUDUSOSOS 


ro 
PMD WS NN 
CODASWNUMNWWYUS 


News 


&| BNERERER_BSR 
Al wo z é P 





PUBLIC UTILITIES FORTNIGHTLY 


parent companies should be studied 
and charges under them allocated 
between operating expenses and fixed 
capital. Also, a complete set of ac- 
counts should be kept showing what 
services are actually performed un- 
der them. 

7. Pensions should be paid partly 
from authorized accruals in operat- 
ing expenses and partly from surplus. 
There should be a direct claim legally 
enforceable, which employees have to 
pensions, after definite years of sat- 
isfactory service performed. Prob- 
ably a better system would be for the 
employees to contribute something, 
the public something, and the com- 
pany something annually to such a 
fund. This on the theory that the 
public is not the only party owing the 
employees a decent old age but that 
the employee should also have some 
concern about his security from pov- 
erty and the company to whom he 
rendered faithful service should like- 
wise do something for him. 


Finally, it should be remembered 
that the people of this country have 
given to the telephone companies a 
complete monopoly on intercommuni- 
cation. On the other hand, these com- 
panies deserve our highest gratitude 
for the progress and development of 
the service to a point where we can, 
without fear of contradiction, say 
that the American telephone service is 
by far the best in the world. That 
perfection has only been possible 
through the maintenance of a large 
force of highly trained scientists 
whose sole business is to search re- 
lentlessly for methods of correcting 


defects in communications, thus im- 
proving the standard of telephone 
service and increasing its quality. 
Nothing should be done to discourage 
this. To retard the progress of the 
development of the telephone as a 
means of communication would not 
be serving the best interests of the 
American people. 

No doubt the millions of users of 
telephones are just as appreciative of 
these improvements and the high 
standard of service, as the 800,000 or 
more stockholders are of their divi- 
dends, made possible by the rates and 
charges paid by the users. It must 
also be a matter of pride to the stock- 
holders that they are the owners of 
companies rendering such greatly ap- 
preciated services. If, however, the 
telephone companies would grant an 
occasional dividend to their customers 
in the shape of reduced rates, this 
would certainly tend to increased ap- 
preciation and increased pride in the 
achievements of these companies. 


HE object of this article is, there- 
fore, twofold: 

First, to offer an explanation of 
why, under present conditions and 
practices, there is little hope of lower 
rates ; 

Second, to point out the way in 
which it may be possible to bring 
about a lowering of rates without in 
any way interfering with progress, 
impairing the service, or handicapping 
the telephone companies. 





Ir the relative costs of maintenance of publicly owned and privately 

owned utility companies are to be fairly determined, then a standard 

unit of measurement must be applied. In the coming number of this 

magazine Dr. Martin G. GLAESER will point out why a uniform system 

of auditing and accounting should be applied to both plants, and a 
uniform tax be imposed. 
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“There never was in the world two opinions alike.” 


Frank A. REID 
Lawyer. 


MERLE THORPE 
Economist and editor. 


Tep Cook 
Columnist. 


Davin E. LILienTHAL 
Public utility commissioner 
of Wisconsin. 


E. R. Hoyt 
Lawyer. 


Tuomas F. Woopiock 
Economist and editor. 


Leroy A. LINcOoLN 
Vice president, Metropolitan Life 
Insurance Company. 


L. A. Downs 
President, Illinois Central System. 


Grorce Otis SMITH 
Chairman, Federal Power 
Commission. 


—MONTAIGNE 


“Political risks constitute the greatest of all 


the risks in the utility field.” 
¥ 


“Operations of most government transportation enter- 


* prises are recorded in red ink.” 


¥ 


“What I spend most of my time worrying about is 
why we don’t have some control of public futilities.” 


* 


“The securities of well-managed operating public util- 
ities are the one bright spot in the gloomy investment 
picture at this hour.” 


¥ 


“It is high time the ‘regulators’ were regulated in 
the interest of the vast public who directly or in- 
directly own the railway and utility companies.” 


¥ 


“It is regrettable that power economics are not better 
understood by the public at large; if they were, a lot 
of busybodies and politicians would find their occupation 
gone.” 

> 


“There is no such thing as a tax on property or 
services which does not inevitably come out of the 
pocket of the ultimate consumer of the goods or services 
involved.” 


¥ 


“The railroads have suffered as no other industry 
has suffered from the misdirected efforts of government 
in the field of regulation and interference with the 
operation of natural laws.” 


¥ 


“Setting up a publicly owned power plant and en- 
dowing it with a yardstick purpose does not make it 
immune from sharing in the waste inevitably incident. 
to excess capacity and competitive operation.” 
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Our Under-financed 


State Commissions 
ParT II 


Some of the important regulatory functions that 

have to be abandoned, and some of the make-shift 

expediencies to which recourse is made for obtain- 

ing needed funds that are not furnished by the state 
legislatures. 


By DR. WILLIAM E: MOSHER AND DR. FINLA G. CRAWFORD 


the commissions in their rela- 

tions with other public author- 
ities, such as the Interstate Commerce 
Commission and the municipalities 
within their jurisdiction. 


‘eo important provisions of the 
codperative understanding adopt- 
ed in May, 1922, under which the In- 
terstate Commerce Commission and 
the various state commissions Operate, 
are as follows: 


“Where petitions are filed with the Inter- 
state Commerce Commission alleging that 
intrastate rates unjustly discriminate 
against interstate commerce or persons or 
localities engaged therein and asking the 
commission to remove such discrimination, 
if either a state commission having juris- 
diction over rates thus attacked or the Fed- 
eral commission, desires a conference, it 
should notify the other without delay and 
thereupon such a conference should be ar- 


| IMITED funds have handicapped 


ranged, likewise without delay. If the case 
goes to trial, a joint hearing by the Inter- 
state Commerce Commission and the com- 
mission of the state affected should be held, 
provided a proceeding or proceedings be 
pending before the state commission in 
which action can be taken by it upon the 
common record. Such joint hearing should 
be followed by a conference to consider 
the facts developed of record so as to pro- 
vide opportunity for the removal of the 
unlawful discrimination, if any, by agree- 
ment.” 23 


co et and Federal cooperation has 
been only partly successful since 
the inception of the plan. There are 
several reasons for this condition; the 
most important may be ascribed to fi- 
nances. The length of hearings and 
the long distances which some of the 
coOperating commissioners must trav- 





$3 National Association of Railroad and 
Utilities Commissioners; 36th Annual Pro- 
ceedings, 1924, page 305. 
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el to participate has caused hardship 
on numerous commissions. Failure 
to supply hearing commissioners with 
transcripts of the record, essential for 
preparation of briefs and arguments, 
has been a further handicap to satis- 
factory codperation. Some means 
must be devised either through state 
or Federal appropriations to provide 
transcripts. Congress might reason- 
ably be expected to make some provi- 
sion to cover the cost of such records, 
since the amount involved has gener- 
ally been prohibitive to the states. 

Commissioner John F. Shaugh- 
nessy of Nevada summarized fairly 
the difficulties of codperation between 
state and Federal commissions in an 
address before the 39th Convention 
of the National Association of Rail- 
road and Utility Commissioners at 
Dallas, Texas. Mr. Shaughnessy 
said in part: 


“The Interstate Commerce Commission 
advises that its appropriation is so short 
that we cannot expect relief in that direc- 
tion. Obviously if codperative procedure in 
group-wide and district-wide cases is to 
be carried forward successfully, provision 
must be made to care for this cost. There 
is also for consideration the increased cost 
placed upon the state commissioners who 
travel and sit in codperative hearings with 
the Interstate Commerce Commission at 
various geographical centers and thereafter 
the further expenses of traveling to and 
living at Washington for the purpose of 
participating in the arguments and the ex- 
ecutive conferences preceding the final deci- 
sion in such cases. This is a service of 
much value to the Interstate Commerce 
Commission and while granting that it is 
valuable to the various state commissions, 
‘many of such commissions are unable to 
secure increased appropriations in these 
days of the application of the budget rule, 
and the unusual activities of corporate lob- 
bies before some state legislatures make it 
difficult and, in all too many cases, impos- 
sible to secure adequate appropriations for 
the purpose of carrying on these highly 
essential activities. Regulation as such is 
worthy of its hire and if it is to be carried 
on under the present method of codperative 
procedure, the Federal government may 


fairly be called upon to participate in the 
cost thereof.” 83 


| ig wage ager financing has resulted 
in the failure of commissions to 
aid the representatives of municipali- 
ties in the preparation and prosecu- 
tion of contested cases. Nebraska, 
Indiana, New Hampshire, New Jer- 
sey, Vermont, Wyoming, Missouri, 
Wisconsin never aid municipalities in 
contested cases. Arizona aids “some- 
times”; Kentucky “seldom,” and the 
Indiana commission reports that it 
aids “slightly” in the preparation of 
municipality cases. The California 
commission makes a preparation for 
cities in every formal case. West 
Virginia aids only those cities which 
do not employ counsels. Maryland 
has the people’s counsel who assists 
regularly. Maine gives assistance, 
but “limitations relative to fact-find- 
ing facilities and legal staff still place 
the municipality and the commission 
at a disadvantage in competition with 
the company’s experts.” ** 

The New York commission has ren- 
dered the municipalities in this state 
little aid, not alone because of insuf- 
ficient finances but also because of the 
mistaken belief that the corporation 
counsels preferred to prosecute cases 
independently. Through a represen- 
tative committee the latter urged es- 
tablishment, as a part of the commis- 
sion’s staff, of a bureau of valuations 
to be charged with the preparation of 
data necessary for the prosecution of 
rate cases. 


%8 Address of President John F. Shaugh- 
nessy before the 39th Annual Convention of 
the National Association of Railroad and 
Public Utility Commissioners, Dallas, Texas, 
Proceedings, pp. 15, 16. 

% From returns to a questionnaire ad- 
dressed directly to the commissions. 
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7 would appear from the above 
summary that the cities for the 
most part have been compelled to take 
over one of the primary responsibili- 
ties for which the public service com- 
mission originally was created—that 
of serving as an expert agency repre- 
senting the public in its relation with 
the utilities. Among the most impor- 
tant of these relations, obviously, is 
the determination of rates. The wide- 
spread assumption of a judicial atti- 
tude on the part of the commission 
has obliged the cities to carry the bur- 
den of conducting rate investigations. 
Because of the cost of carrying on 
such investigations with the aid of 
high-priced experts, and the compli- 
cations in ascertaining costs under 
conditions resulting from mergers 
and consolidations, the number of 
contested cases has been decreasing 
rather than increasing, while at the 
same time in a number of important 
companies the net earnings of the ul- 
timate beneficiaries of utility owner- 
ship, certain classes of stockholders, 
have been rising continuously even in 
the early part of the depression of 
1929-1932." 


view of the shortcomings of 
regulatory bodies it will hardly be 
questioned that a major cause of inef- 
fective regulation is meager, if not 


25 See annual reports of the Electric Bond 
and Share Company, the Associated Gas and 
Electric companies, and others investigated 
by the Federal Trade Commission. 


parsimonious, financing. As has al- 
ready been pointed out, the aggregate 
expenditure of the forty-seven states 
and the District of Columbia was but 
$7,100,000. Three states, New York, 
California, and Illinois, spend nearly 
one third of this amount, $2,222,771. 
If the balance were divided equally 
among the others, including the Dis- 
trict of Columbia, it would mean an 
average of less than $125,000 per unit. 
This in itself is a sufficient explana- 
tion of the ineffectiveness of public 
control of the utilities. It leads in- 
evitably to routine administration, 
lack of initiative, and neglect of re- 
search; what is more, it transfers to 
the municipalities a considerable part 
of the burden of protecting the con- 
sumers in rate cases. 


Seanisgany because of penurious- 
ness on the part of state legisla- 
tures or because of submissive accept- 
ance of inadequate funds by utility 
commissioners, there have grown up 
other methods of financing commis- 
sions than through direct appropria- 
tions from the general funds of the 
state. These alternatives are not 
recommended as a more satisfactory 
means of giving the regulatory agen- 
cies sufficient funds, but rather’ as 
workable substitutes in case the leg- 
islative bodies are unwilling or un- 
able to provide the amounts requisite 
for the full performance of the du- 
ties of the commissions. Practices 


7 


$7,100,000 now appropriated for regulatory purposes by 


q “It is no exaggeration to state that twice the aggregate of 


all the states would hardly suffice to meet the legitimate 
and justifiable demands placed upon the commissions under 
the laws of the several states.” 
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in various states will be presented. as $175,000. All expenses of the 
The cost of making special investi- commission are met from this sum. 


gations and approving security issues 


Excerpts from letters written by 


is paid by the utilities in Kansas, the Texas commission explain the fi- 
Michigan, Nebraska, Wisconsin, New nancial arrangement in that state: 


Hampshire, and the District of Co- 
lumbia. A general fee is levied 
against the utility companies in Lou- 
jsiana, Ohio, South Carolina, Wash- 
ington, Virginia, and West Virginia 
for the entire costs of regulation. 
Vermont, Idaho, Indiana, Missouri, 
Alabama, Tennessee, and just recent- 
ly Wisconsin charge the cost of val- 
uation appraisals against the utilities. 
The Vermont policy is outlined by §§ 
1 and 2 of No. 85 of the Acts of 1925: 


“Section 1. Employment of experts; 
compensation. The public service commis- 
sion may designate disinterested persons to 
examine into and testify regarding matters 
involved in a hearing resulting directly 
from complaint against a proposed increase 
by a public service corporation or a person 
operating a public utility in its rates, tolls, 
or charges or a petition by such corpora- 
tion or person to issue stock, bonds, notes, 
or other evidences of indebtedness for 
which the approval of the commission is 
required by law; and may fix the amount 
of compensation and expense to be paid 


“Gross receipt taxes were collected by 
the gas utilities division and deposited with 
the comptroller of public accounts for 
credit to the general fund and covered a 
period from December 1, 1927, to Novem- 
ber 30, 1928, in the amount of $128,409.25. 
All of the expenses accruing to the admin- 
istration of the Gas Utilities Act are paid 
from this fund, the balance being thrown 
into the general fund for all purposes in 
the state. 

“A fee of $10 per motor propelled pas- 
senger vehicle operated over public high- 
ways for hire and 50 cents per seat in each 
car was collected by the motor transporta- 
tion division and deposited with the comp- 
troller of public accounts to be used in 
defraying the expenses of the administra- 
tion of the motor transportation division, 
any part of which might be left to be placed 
in the general revenue fund in the aggre- 
gate sum of $18,256.90, covering a period 
from January 1, 1928, to December 31, 1928. 

“T am unable to find in the records of 
this commission where there has been an 
investigation made as to appraisals, valua- 
tions, and adequacy of service where the 
cost of investigation was borne by the com- 
pany being investigated.” 26 


HE West Virginia commission is 
sustained by a special tax levied 


such expert witnesses for such examina- upon public utilities, which makes 


tion and service. 


“Section 2. Statements of expense of possible an appropriation of $80,000 
experts; payment. From time to time dur- 9 year. Under the state water-power 


ing the progress of the work of such ex- 


pert witnesses, or at the conclusion of the ct, also administered by the commis- 
same, the public service commission shall sion, the salaries and expenses of en- 


render to the public service company, de- 


tailed statements showing the amounts of §!neers and other experts employed 
money expended or contracted for in such by the commission to investigate ap- 


work of such experts, which statements 
shall be paid by said public service com- 


plications are assessed against and 


pany to the state treasurer at such time and paid by the applicant for an hydro- 


in such manner as the public service com- 


mission may direct.” electric license. 


Georgia’s commission is main- 
tained on assessments by the comp- 
troller-general on the assessed tax val- 
ue of the various utilities over which 
the commission has jurisdiction, in 
order that the total aggregate sum 
thus derived will amount to as much 
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The cost of regulation in rate cases 


in North Carolina may be charged 
against the particular utility under in- 
vestigation. All expenses in connec- 
tion with any hearing may be imposed 


26 Communication from C. F. Petet, Secre- 


pad Railroad Commission of Texas, June 25, 
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Funds Are Needed for Adequate 
Commission Staffs 


“ regulation is to succeed it is mandatory that the com- 

missions be equipped with permanent staffs of compe- 

tent experts sufficient in number to check independently the 

reports, the records, and the petitions of the companies, as 

well as to take the initiative in making investigations and sug- 

gestions that will improve and extend the services rendered 
to the public.” 





upon any party to the record or divid- 
ed in Pennsylvania. The Missouri 


legislature in 1930 defeated a bill pro- 
viding that the utilities should bear 
the entire expense of the public serv- 


ice commission. In California and 
other states the cost of making investi- 
gations for cities is charged against 
the cities. Utilities are required to 
pay the cost of meter testing in the 
majority of states having regulatory 
commissions. 

In Iowa the expenses of the com- 
mission in proceedings concerning the 
erection of transmission lines are 
chargeable against the utilities affect- 
ed. Regulation costs of natural gas 
pipe lines are imposed upon the com- 
panies supervised. The Wisconsin 
Public Service Commission, author- 
ized by the 1931 legislature to charge 
to public utilities the expenses of in- 
vestigations of them, has issued a 
statement setting forth that in thirty- 


four jurisdictions some or all of the 
expenses of regulation in public utili- 
ties are paid by the companies regu- 
lated.” The Wisconsin Telephone 
Company, involved in a valuation pro- 
ceeding recently conducted by the 
commission, has attacked the validity 
of the new law and asked a permanent 
injunction against assessment of the 
costs of the investigation.** With the 
increasing scope of utility activities 
and the increasing significance of util- 
ity services in the factory, on the 
farm, in the home, and in transporta- 
tion, the problem of control becomes 
more involved and more essential to 
general well-being. Such routing and 
perfunctory administration of regula- 
tory laws as might be carried on by a 
small staff of engineers and account- 


27 Public Service Commission of Wisconsin, 
Opinion and Order, Sept. 8, 1931, pp. 18-21 
(P.U.R.1932B, 314). 

%8 Jbid., pp. 1-18. The Supreme Court of 
Wisconsin has upheld this legislation. 
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ants under static conditions is entirely 
unsuited for the present time. 


F regulation is to succeed it is man- 
datory that the commissions be 
equipped with permanent staffs of 
competent experts sufficient in num- 
ber to check independently the reports, 
the records, and the petitions of the 
companies, as well as to take the init- 
jative in making investigations and 
suggestions that will improve and ex- 
tend the services rendered to the pub- 
lic. 

It is submitted that no commission 
in the country is equipped properly 
for any such program. The increased 
appropriation voted by the New York 
legislature in 1930 for staff purposes 
probably places the commission of 
this state on a better basis than that 
of any other state. It is major in- 
creases of this sort that must be made 
up and down the country if regula- 
tion is to prove effective. It is no 


exaggeration to state that twice the 
aggregate of $7,100,000 now appro- 
priated for regulatory purposes by all 
the states would hardly suffice to meet 
the legitimate and justifiable demands 
placed upon the commissions under 
the laws of the several states. 


In case 
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the financial conditions of any given 
state does not permit of material in- 
crease from the general funds of the 
state, it is recommended that consid- 
eration be given to the policy of as- 
sessing the cost of part or all of the 
work of the commission upon the 
utilities or those benefited by special 
investigations. It may be granted 
that this is a kind of make-shift ar- 
rangement, but it seems justified in 
view of the need of a general expan- 
sion of the functions now being ad- 
ministered by the representative public 
service commission. 

As has been claimed frequently by 
advocates of a broader health pro- 
gram, that public health is purchas- 
able, so it may be asserted that regu- 
lation of utilities is purchasable. In 
large measure it is a matter of dollars 
and cents. The position is entirely 
tenable that without largely augment- 
ed staffs, the commissions will con- 
tinue—as not a few of them are 
forced to do now—merely to pass on 
the reports, petitions, rate changes, 
and the like that originate with the 
companies without a thorough-going 
check-up. 

By such methods regulation becomes 
largely a matter of rubber-stamping. 





The Rising Tide of Government Regulation 


cc Ree comes on apace or like a flooding tide. Those who kick 
against the pricks are opposing with weak and flimsy brooms. 
Even courts grow sensitive to the ground swells. . . . 


“The trend of the age is again ‘liberal,’ however much abused the term or 
like charity it may cover, and we are on our way whether or not we know 
where we are going or what we will do when we get there. But, so far 
as regulation is concerned, like it or not, wise or not, it is a fair phophecy 


that, in classic phrase of the day, ‘folks, you 
United States District Judge Bourquin in 52 F. (2d) 196. 


haint seen nothin’ yit.’ 
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When the Ratepayer Becomes 
a ‘Taxpayer 


Taxation is one form of regulation. In the case of both privately 

owned and municipally owned public utility enterprises, the tax 

rate has a bearing upon the utility rate. In the following article the 

author contends that the municipally owned plant should be taxed the 

same as other property; otherwise the ratepayer becomes, in effect, 
a taxpayer who carries the burden of the nonutility user. 


By HERMAN H. TRACHSEL 


ASSOCIATE PROFESSOR OF GOVERNMENT, 
UNIVERSITY OF SOUTH DAKOTA 


AXATION is one method where- 

by the state may recover from 

industry a share of the earnings 

to be used by the government for 
public purposes. 

The government renders services to 
industry such as protection from fire, 
theft, confiscation, and other depreda- 
tions. In order to provide these serv- 
ices it is necessary for the govern- 
ment to make certain expenditures. 
Police and fire departments, courts, 
and other governmental machinery 
must be provided. 

Public utilities receive services 
from the government just as do other 
industries. Consequently it is only 
just and fair that they should be 
taxed to meet their proportionate 
share of governmental costs. The 
fact should be borne in mind, how- 
ever, that the utility itself really pays 
no tax; it merely pays the taxes as 
assessed by the government and then 


includes all taxes (except Federal in- 
come taxes) in its operating expenses 
and collects them from the consumers 
in the form of higher rates. 

It is the consumer who pays the 
tax. 

It appears to be reasonable that 
public utility property, both publicly 
or privately owned, should be taxed 
the same as other property, and that 
the tax should be collected as a cost 
of the service from the consumer. 
This policy requires the consumer to 
pay the entire cost of the service ren- 
dered to him. The utility’s share of 
maintaining the cost of government 
is a proper charge against operating 
expenses. It is a proper cost of serv- 
ice and should be paid by the consum- 
er. 


I" general, it is the practice to tax 
only those utilities that are pri- 
vately owned. Municipally owned 
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utilities do not, as a rule, pay taxes. 

This means that the municipality 
which owns its utilities is not paying 
its share of the county and state taxes. 
This deficit must be made up by the 
other taxpayers of the county and of 
the state. The consumers who live 
in cities served by private companies 
are required to pay a tax which 
should be paid by the consumers liv- 
ing in cities served by municipally 
owned utilities. . 

The combined properties of the mu- 
nicipally owned waterworks, gas 
works, and electric light and power 
systems are worth a considerable sum 
of money. For example, in the state 
of Iowa there are 527 municipalities 
with a public water supply; 515 of 
these are municipally owned. This 
leaves only twelve under private con- 
trol. Approximately three fourths of 
the waterworks systems throughout 
the country are publicly owned. This 
property is not taxed—which means 
that the other taxable property must 
pay the city, county, and state taxes 
that should be borne by the users of 
the utility services. 


i the city owns its utilities, and if 
it is considered as a unit all by it- 
self, it makes very little difference to 
the people of the entire city whether 
or not the utilities are taxed. The 
government will cost the entire com- 
munity a certain sum of money, and 
the people of this community will have 
to pay it either in the form of taxes, 
utility rates, or in some other way. 
To claim that the payment of taxes 
by the utilities relieves the people of 
a particular community of a part of 
their burden of government is mis- 
leading. Although it makes no dif- 
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ference to the entire community as to 
whether or not the utilities are taxed, 
it does distribute the burden differ- 
ently among the individuals of the 
community. When the utility is 
taxed the nonusers pay somewhat less 
than they pay when the utility is not 
taxed, and those who use the service 
pay more. Furthermore, if the util- 
ity is not taxed the community escapes 
the payment of its just share of state 
and county taxes. 


city performs two classes of 
functions; the one is govern- 
mental and the other corporate or 
business. Such functions as police, 
fire, and health protection are clearly 
governmental. Property which is 
used in carrying on these functions as 
well as the city hall and other property 
used strictly for governmental pur- 
poses should not be taxed. 

But when a municipality engages in 
the business of furnishing water, gas, 
or electricity, it is acting in its corpo- 
rate and not its governmental capac- 
ity. As such it is not performing 
strictly governmental functions ; hence 
it should be governed by the same 
rules that control a private individual 
or business corporation under similar 
circumstances. If the public utility 
services were not furnished by the 
city they would be supplied by private 
corporations for a profit the same as 
any other business enterprise. Mu- 
nicipally owned utilities should be 
taxed the same as though they were 
privately owned. Any bonds that are 
issued by the city for the sole purpose 
of financing municipally owned utili- 
ties should be subject to the same tax- 
es as those issued by private corpora- 
tions. These bonds are secured by 
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the utility and are to be paid from 
future earnings. 


Some steps have been taken to place 
publicly owned utilities upon the 
tax rolls. The California State 
Grange, the California Farm Bureau 
Federation, and the California Farm- 
ers’ Union all passed resolutions at 
their 1924 conventions urging the leg- 
islature to take steps toward a consti- 
tutional amendment to require public- 
ly owned utilities to pay taxes the 
same as if privately owned. Although 
the Constitution has not been amend- 
ed, these organizations have contin- 
ued their activities and definite legis- 
lation has been drafted, but not en- 
acted into law. 

Recent legislation in Oregon specif- 
ically provides for the taxation of 
projects constructed under the new 
public utility district law. The law, 
however, does not subject the proper- 
ties of existing municipal plants to 
taxation ; it recognizes the principle of 
taxing municipally owned plants, but 
it does not authorize its full applica- 
tion. Provision was made for the ap- 
pointment of a committee to study the 
question and report to the next ses- 
sion of the legislature. These are 
movements in the right direction and 

1West, Oswald, “Should the Municipal 


Power Plant Be Taxed,” Pusiic UrTitities 
FortNIGHTLY, Vol. VIII, p. 77. 


will probably continue until the mu- 
nicipal utilities are placed on the tax 
rolls and made to pay their fair share 
of the cost of government. 


Fister the municipally owned 
utilities do not pay taxes direct- 
ly, they do, in many cases render serv- 
ices to the city or town without 
charge. Some contend that the chief 
reason for the ability of municipally 
owned utilities to show such favorable 
financial results is their freedom from 
taxation. Very likely, however, the 
municipal utility is furnishing more 
to the city in the way of free service 
than what the tax would amount to, 
if the utility were privately owned. 

For example: 

The private water company serving 
Towa City, Iowa, paid $9,573.28 as 
state and local taxes in 1928. Dur- 
ing the same period the city paid the 
water company $14,400.41 for hy- 
drant rental. Water used for street 
washing, sewer flushing, and other 
municipal purposes was metered and 
paid for in addition. In the cities of 
Cedar Falls, Iowa, Webster City, 


Iowa, and Ottumwa, Iowa, the water- 


works are municipally owned and in 
each case the water for hydrants and 
other municipal purposes is furnished 
without charge. If these three cities 
were to charge for the water which 
they now furnish free and pay taxes 


e 


ing water, gas, or electricity, it is acting in its corporate 


q “WHEN a municipality engages in the business of furnish- 


and not its governmental capacity. As such it is not per- 


forming strictly governmental functions; hence it should 
be governed by the same rules that control a private in- 
dividual or business corporation under similar circum- 
stances.” 
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in the same proportion as the com- 
pany serving Iowa City, a comparison 
would be very favorable to the munic- 
ipally owned plants. 






[' is quite common for municipally 
owned electric plants to furnish 
all or a part of the electricity used by 
the city for street lighting and other 
municipal purposes without charge. 
Also transfers are frequently made 
from the earnings of the light plant 
toother funds. In 1927 the city coun- 
cil of Ames, Iowa, transferred $26,- 
000 from the light fund to other city 
funds, thereby reducing the tax levy 


















to, B&F by eight mills. The city council of 
Vermilion, South Dakota, took $22,- 
000 from the light fund for the pur- 
ng pose of building a municipal swim- 
me ming pool. Hundreds of such exam- 
a? ples could be cited. 
he There is no good reason, however, 
y- why a municipally owned utility 
et should furnish any free service to the 
yi city or town. Neither should money 
d be transferred from the utility fund 
ft to other funds of the city. The en- 
r, tire wealth of the city should be made 





to pay its proportionate share of the 
cost of government and if service is 
furnished free it means that those us- 
ing the service of the utility must bear 
a burden that should be supported by 
a tax on all property. 

For example, let us suppose that a 
truck gardener rents a few acres of 
ground and installs a large number of 
sprinklers and sprays so that he uses 
an enormous amount of water during 
a season. It is assumed that he owns 
no property. Another person may 
own a large store building in the heart 
of the business district; the business 
conducted in this building is of such 
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a nature that very little water is con- 
sumed. But in order to protect this 
building from fire a very efficient wa- 
ter system must be maintained. The 
cost of this should not be levied 
against the truck gardener, who needs 
no fire protection for his garden, but 
should be collected from the owner 
of the building in the form of taxes. 


ig a growing number of cities and 
towns in which the utilities are 
municipally owned the boast is made 
that the utilities are so profitable as 
to make local taxation unnecessary. 
The Public Ownership League of 
America recently published a list of 
sixty-eight municipalities ranging in 
population from 257 to 16,136, as 
“tax-free” towns.* That is, no taxes 
are levied to pay the expenses of lo- 
cal city government. Property own- 
ers still pay state, county, and school 
taxes, but there is no tax at all for 
the ordinary expenses of running the 
city government. Many other mu- 
nicipal ownership cities have greatly 
reduced their mill levies and hope 
soon to be added to the list of tax-free 
cities. 

The general public does not seem 
to appreciate the fact that,.so far 
as taxes are concerned, the utilities 
merely serve as collectors. There is 
no such thing as a “tax-free” city. 
The administration of any city neces- 
sarily involves substantial expendi- 
tures. If it costs a city $500,000 to 
pay the salaries of its officials and pay 
other necessary operating expenses, 
the money has to be raised in some 
manner. Somebody has to pay it. It 
is not a just policy to collect the en- 





_ Ownership, Vol. XIV, July 1932, 
p. 117. 
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The State and County Tax Burden Should Be Borne Equitably 
by Both Utility Consumers and Nonconsumers 


ée UNICIPALLY owned utilities do not, as 

a rule, pay taxes. This means that 
the municipality which owns its utilities is not 
paying its share of the county and siate taxes. 
This deficit must be made up by the other tax- 
payers of the county and of the state. The 
consumers who live in cities served by private 
companies are required to pay a tax which 
should be paid by the consumers living in 


cities served by municipally owned utilities.” 





tire expenses of the city government 
only from the utility consumers. Yet 
this is exactly what is being done in 
those cities that claim to be tax-free 
cities. Such a policy relieves other 
property, which is responsible for a 
large part of government costs, from 
any contribution toward such costs. 
The use of public utility service is not 
a fair measure of tax-paying ability. 

It would seem reasonable for the 
utility consumers in such cities to pro- 
test against being made exclusive tax- 
payers. This is not a sound taxing 
policy, because it is not taxing the 
wealth of the city according to its 
ability to pay. 

Those who favor such a policy at- 
tempt to justify it on the ground that 
the rates are no higher, or are even 
lower, than the rates in surrounding 
cities which are served by private 
companies. They maintain that the 
utility consumers are not handicapped 
in any way when compared with the 
consumers of other cities, even 
though the city taxes are included in 
the rates. This may be true, but it 


hardly justifies such a policy. There 
is no reason why the utility users 
should pay the entire cost of the city 
government. A more just policy 
would be to lower the utility rates and 
tax all of the property within the mu- 
nicipality for the purpose of raising 
money to meet the costs of city gov- 
ernment. 


ie argument favoring the 
collection of municipal revenue 
through utility rates is that such a tax 
is no more unjust than our present 


system of taxation. It is argued that 
property is not equally valued by the 
assessors and a great deal of intangi- 
ble property escapes taxation entirely. 
Our present system fails to place the 
burden of city government upon each 
person according to his ability to pay. 
Therefore, the collection of taxes 
through utility rates, although some- 
what unjust, comes nearer to levying 
the tax according to ability to pay 
than does our general property tax. 
This also may be true, but it does 
not justify collecting all the revenue 
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from the consumers of utility services. 


a reason for tax-free cities 
is that revenue is easy to collect 
through utility rates. The consumers 
pay the tax without realizing that 
they are paying it, and consequently 
they do not appreciate the extent of 
the tax burden. 

Such a policy is often approved by 
city officials, because it affords a way 
“to pluck the most feathers with the 
least squawking.” Officials are con- 
tinually searching for ways and 
means of raising the necessary reve- 
nue of the city. If they can accom- 
plish this and at the same time appear 
to lower the tax levy, their action is 
pretty certain to meet the approval of 
the taxpayers. In these days when 
everybody seems to be demanding 
lower taxes, the officials are likely to 
look to the municipally owned utili- 
ties as a way out. 


er there are those who main- 
tain that such a policy makes it 
possible to collect taxes from those 
who would otherwise make no con- 
tribution to the cost of city govern- 


ment. Transients and those who rent 
their homes would be compelled to 
contribute through utility rates. Such 
thinking, however, is based on a false 
assumption. It assumes that those 
who pay no taxes directly pay no 
taxes at all. This delusion appears to 
be widespread. But a little reflection 
ought to convince us that every per- 
son who lives in a city and buys food, 
clothing, and shelter is a taxpayer in- 
directly. The person who rents a 
home pays taxes through his land- 
lord. He must also pay taxes through 
his grocer, butcher, and clothier. 


Taxes constitute a part of the cost of 
everything we buy. Consequently 
every person who lives in a commu- 
nity and consumes goods is a taxpay- 


er. 
6 Beas it seems that all the argu- 

ments favoring the policy of 
“tax-free” cities break down. If it 
were the same public which pays the 
taxes as consumes the utility service, 
and the taxpayers were utilizing the 
service in substantial proportion to the 
amount of taxes paid, then the taxes 
could be collected through the utilities 
without working any great injustice. 
But these conditions never exist. The 
public which consumes utility service 
is by no means the public paying the 
taxes. Some of the largest property 
owners may use very little utility serv- 
ice. Under these circumstances the 
collection of all taxes or more than a 
proportionate share, through the util- 
ities amounts to the granting of a sub- 
sidy to the taxpayers at the expense 
of the utility consumers. The munic- 
ipal waterworks should not be expect- 
ed to furnish water for public pur- 
poses without payment ; neither should 
the municipal light plant furnish 
street lighting, or other service, free 
to the city. Tnis is exactly the same 
as paying a part of the taxes of the 
city. The charges for taxes and free 
services rendered the city may coun- 
terbalance each other, but no one 
knows that they do. 


| anes peed owned utilities should pay 
taxes on a fair valuation, exactly 
as if they were privately owned. 
When operating a public utility the 
city is acting in its corporate capacity 
and if the utilities are not taxed it re- 
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sults in a subsidy to the utility con- 
sumers at the expense of the taxpay- 
ers. On the other hand, the utilities 
should not be taxed to the extent of 
paying all the cost of city government, 


taxes the same as other property, and 
should receive compensation for all 
services rendered to the municipality. 
In no other way can the utility show 
the public just what it is doing. 


as is the case in cities claiming to be No just comparison of the rates of 
tax free. The utilities, whether pub- publicly and privately owned utilities 
licly or privately owned, should stand can be made unless they are both 
squarely on their own feet as a busi- taxed on the same basis and both re- 
hess enterprise. They should in ei- ceive compensation for services ren- 
ther case pay their just share of the dered. 
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A $1,000 Lesson 
in Public Relations 


MAN in a midwestern city recently went home from work and found 

that his electric current had been cut off. He went to the office of 
the electric company the nexi morning and demanded an explanation. In 
the presence of other people, the company’s employee informed the rate- 
payer that the meter had been removed because it had been tampered 
with and that he, the complainant, or someone in his family, had been 
fraudulently diverting current. 


As a matter of fact, what the employee said was probably true—but 
the company could not prove it with legal evidence, and the customer was 
awarded nearly $1,000 in a suit for slander. 


The basis for this suit was recently sustained by the highest court of 
the state. Gas, electric, and water companies may well profit by the lesson. 


This form of liability can always be avoided if the customer in such a 
situation is interviewed in a private office. Any statement then made to 
him is privileged. Employees may also avoid such liability if they are 
positively instructed to abstain from attempting to fix guilt in such cases. 
If, instead of telling the customer that he or someone of his family had 
“stolen” current, the employee had simply stated that the meter had been 
tampered with, that “current had been consumed without registration,” and 
that the company was obliged to hold the customer responsible for the loss 
and meter damage merely because it happened on his premises, there would 
have been no basis for a slander suit, no matter how many people over- 
heard the conversation. 











What Others Think 





Alternative Proposals for Regulating 
the Holding Company 


ANY persons contend that some- 
M thine ought to be done in the way 
of regulating utility holding companies, 
but clear-cut definite programs of doing 
so appear to be few and far between. 
At first blush it would seem that the 
obvious and simplest way to regulate 
the holding companies would be to de- 
clare them by statute to be public utili- 
ties and then proceed to regulate them 
as such. In order for such legislation 
to be valid, however, it would have to 
be shown to the satisfaction of the 
courts that the business of running a 
holding company (whose only business 
may be the possession of operating 
utilities’ securities) is a business so 
charged with a public interest as to per- 
mit full governmental regulation. 

This test has proven to be an insur- 
mountable obstacle in the path of much 
legislation designed to add new mem- 
bers to the family of regulated public 
utilities. A Tennessee statute which 
would make the gasoline filling station 
a public utility; a New York statute 
which would put the sale of ‘theatre 
tickets in the category of public utility 
business subject to state regulation; 
and, finally, an Oklahoma statute to 
regulate the ice business as a public 
utility in that state—all have failed to 
clear the constitutional barrier inter- 
posed by the Federal courts. All have 
been held to be unwarranted attempts 
at governmental interference with essen- 
tially private business. 

The regulation of holding companies 
as full-fledged public utilities may pos- 
sibly pass this test, but there seemed 
to be considerable doubt about the mat- 
ter at the recent annual convention of 
the American Bar Association at Wash- 
ington. A few weeks previous to the 


convention the Federal Power Commis- 


sion put itself on record as follows: 


“The Federal Power Commission from 
this study and its administrative experience 
is convinced that public control of holding 
companies in the power utility field is ab- 
solutely essential in the public interest. In 
its judgment such control to be adequate 
would include in its scope the service or- 
ganizations of these holding companies, 
with supervision of all contracts between 
holding companies and their operating com- 
panies, and would include regulation of ac- 
counts with requirements providing speci- 
fically for the filing of financial and other 
reports on prescribed forms with full pub- 
licity, Adequate public regulation would 
also include supervision of the issue of se- 
curities to the investing public. 

“How the ends of public control can 
best be attained may become better under- 
stood through the current congressional 
investigation directed to all holding com- 
panies, but the general proposition seems 
to be already demonstrated that Federal 
control of the holding company is abso- 
lutely essential to effective public regulation 
of the operating company. The Federal 
Power Commission is convinced, therefore, 
that the power of Congress should be in- 
voked to the fullest extent possible in the 
enactment of legislation stopping these 
loopholes in public control of the electric 
public utilities.” 


PUBLIC utility section committee of 

the Bar Association looked over 
this passage in the Federal Power Com- 
mission’s report and raised the follow- 
ing objections in its own report: 


“The facts stated in the body of the re- 
port show the ultimate control by holding 
companies of various Federal licensees, and 
the intercorporate relationships of the lead- 
ing holding company systems are clearly 
described but no attempt is made in the 
report so far published to state the facts 
and reasons which were the basis of the 
above conclusions. Should the Federal 
government attempt to regulate the con- 
tracts between the service and other con- 
tracts between the holding companies and 
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their operating subsidiaries, a field into 
which the states are now actively entering, 
it is obvious that a serious conflict of ju- 
risdiction will result, and there is grave 
danger that, instead of clarifying the situa- 
tion, the reverse will probably be true.” 


Prior to the publication of the Federal 
Power Commission’s report, Professors 
Bonbright and Means, in their interest- 
ing book “The Holding Company,” ven- 
tured the following suggestion: 


“In our opinion, the Couzens bill, in pro- 
viding for Federal control over interstate 
holding companies, offers the only practical 
solution of the problems of regulation. 


“The conclusion to which we are led, as 
a result of the study outlined in these three 
chapters, is, first, that the public utility 
holding company has been a great factor 
in the development of efficient electrical 
systems throughout the country, and, sec- 
ond, that its almost complete freedom from 
regulation has become a major public men- 
ace.” 


The Couzens bill would give to the 
Federal Power Commission the power 
to examine the books of holding com- 
panies and to prescribe a uniform sys- 


tem of accounts. Its most important 
provision, however, is giving to this 
commission control over security issues 
of holding companies. 

The Bar Association’s committee’s 
reaction to the suggestion of Federal 
regulation of the holding company is in- 


dicated in the following passage from 


its report : 

“There are also cogent economical and 
political reasons against the control of the 
issue of securities of public utility holding 
companies by a Federal agency which can 
have no control over the sources of income 
of the company issuing the securities. 
Thus, the issue of securities of a holding 
company might be approved by the Fed- 
eral agency and then these securities be 
rendered worthless by action of the state 
commissions which, through their jurisdic- 
tion over rates, control the revenue ob- 
tained by the operating companies appli- 
cable to dividends on the’ stock held by the 
holding company. On the other hand, a 
too conservative policy in approving the 
issue of holding company securities might 
cut off a source of obtaining capital which, 
in the past, has proved, in some cases, es- 
sential to the continued growth and efficient 
operation of the operating companies. 

“Under the existing law defining the 


boundaries between state and Federal ju. 
risdiction, whatever attempts are made to 
impose Federal regulation on the electric 
and gas industry, the nature of the busi. 
ness is such that the duty of protecting the 
consuming public from unduly high rates 
must in the ultimate analysis rest almost 
exclusively on the state commissions. The 
question as to whether the theoretical ad- 
vantages resulting from the regulation of 
holding company securities by a Federal 
agency is overweighed by the practical ar. 
guments against such regulation is a ques- 
tion of policy on which we make no recom. 
mendation.” 


Bape pone David E. Lilienthal 
of Wisconsin was somewhat more 
specific in his recommendation for regu- 
lating the holding company. Mr. Lilien- 
thal was a featured speaker at the asso- 
ciation convention. Apparently he has 
studied the question very carefully and 
has given full consideration to the con- 
stitutional difficulties of regulating the 
holding company as a bona fide public 
utility. He did not express any opinion 
on that question, but said that the states 
should not attempt to regulate holding 
companies directly at this time. He con- 
cedes that some regulation of holding 
companies is absolutely essential if util- 
ity regulation itself is to be effective; 
but he feels that, if the states exercise 
sufficient control through the regulation 
of the operating subsidiaries, public 
interest will, for the present at least, be 
amply protected. 

Mr. Lilienthal cited a number of con- 
crete instances of holding company 
abuses. This “clinical material,” as he 
called it, was presented to show that 
some form of holding company regula- 
tion is necessary to preserve the effec- 
tiveness of regulation of the operating 
utilities. He said that he found himself 
unable to agree with utility representa- 
tives who hold that the holding com- 
pany should be completely free from 
governmental control. 

Mr. Lilienthal apparently believes 
that there might be some distinction be- 
tween a public utility in the “constitu- 
tional sense” and a business “affected 
with public interest in an economic and 
governmental sense, which should, 
therefore, be subject to a measure of 
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control by the state.” He indicated that “open account” loans between the par- 
the holding company belonged at least ent and operating subsidiaries. 


to the latter classification. 


2. As to payment of dividends by the 


The speaker expressly avoided any subsidiary to the parent before adequate 
discussion of the possible conflict of provision has been made for deprecia- 
jurisdiction between the state and Fed- tion and surplus. 


eral government in holding-company 


3. Abuses through the medium of 


regulation as being outside of the scope unreasonable or unnecessary manage- 
of his assignment. After describing the ment and supply contracts. 


difference between regulation of the 


Commissioner Lilienthal concluded 


holding company as a utility and its by observing that the reputable and de- 
regulation through its contacts with its serving utility systems should be en- 
subsidiaries, he said: couraged and protected by such regula- 
TR, OD a Oe tion from the disrepute brought about 

- by the abuses of less carefully super- 


tinction between these two methods. To 


assume jurisdiction directly over the hold- vised systems. 


ing company is a complete innovation. On 
the other hand, regulation of all transac- 
tions between the operating and the hold- 
ing company in any way affecting the pub- 
lic interest is simply an extension, and in 
my judgment a logical extension, of pow- 
ers already vested in the state commissions. 

“In the exercise of such powers they 
have experience and a background. Fur- 
thermore (and this I regard as fundamen- 
tal) such state regulation of these trans- 
actions with affiliates proceeds from the 
foundation of local conditions upward 
rather than from the superstructure down- 
ward, a defect inherent in Federal regula- 
tion of operating companies. Such regu- 
lation cannot be realistic unless it is shot 


He said: 


“But what is more important is to guard 
against a repetition in the future. Is intel- 
ligent public regulation necessary to pro- 
tect the conservative from the disrepute 
brought upon them by the excesses of the 
plungers? Is it reasonable to expect the 
holding companies voluntarily to impose 
standards of practice, to be self-enforced, 
a kind of code of business ethics? 

“The events of the past six months have 
made these questions far from academic, 
and it is heartening to know that they are 
being earnestly discussed in high aa 


through with the color and the tone of the SUPPLEMENTAL Report By COMMITTEE TO THE 


city, the village, or the countryside where 
the consumer lives.” 


In other words, Mr. Lilienthal would 
have the state commission given suffi- 
cient power to regulate transactions be- 


CounciL AND SEcTION oF Pustic UTILity 
LAW ON THE BOUNDARIES BETWEEN STATE 
AND FeEpERAL REGULATORY POWERS OVER 
Pustic Services. American Bar Associa- 
tion Annual Meeting. Washington, D. C. 
October 10, 11, 1932. 


tween the utility parent and the utility Recutation Succesten or Horpinc Compa- 


child as to the following three specific 
points of contact: 
1. Financial transactions, including 


NIES THROUGH THEIR Units. Address by 
David E. Lilienthal before the Annual 
Meeting of the American Bar Association, 
Washington, D. C. October 11, 1932. 





Balancing the State Commissions’ Duties 
to the Public and to the Utilities 


‘oe seem to be considerable mis- ing regulatory proceedings—that they 
understanding and differences of should not act in any other capacity 
opinion prevailing as to the proper func- except that of a strictly impartial tri- 
tion of a public service commission. bunal. The more radical point of view 
The more conservative point of view is is that the commissions should take the 
that commissions should conduct them- side of the rate-paying public on every 
selves as quasi judicial bodies in hold- occasion possible as against the utilities. 
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This would leave the utilities to take 
care of themselves and leave judicial 
discretion to the appellate courts. 

Between these two attitudes are nu- 
merous shades of opinion. It is of in- 
terest to note, therefore, that a commit- 
tee of the Section of Public Utility Law 
of the American Bar Association was 
created to consider this very problem. 
The committee was piloted by an able 
and experienced chairman, Mr. Albert 
J. Stearns, who is well known in regu- 
latory circles for his fine record as 
chairman of the Maine Public Utilities 
Commission. Besides Mr. Stearns 
there were four other state commission- 
ers on the committee: Joseph F. Au- 
tenrieth of New Jersey, E. E. Corfman 
of Utah, Mayland H. Morse of New 
Hampshire, and C. E. Nethken of West 
Virginia in addition to a number of 
other attorneys of long experience in 
regulatory affairs such as Arthur T. 
George, general counsel for the Cali- 
fornia commission. With such a com- 
mittee a complete appreciation of the 
problem was assured. 

In its report to the recent Washing- 
ton convention of the association, the 
committee lauded the recent trend 
towards informal negotiation of regula- 
tory controversies. It was suggested 
that this should be the first step and, if 
possible, the final one—but in no event 
should it foreclose the right of the util- 
ity or of the complainants to a subse- 
quent quasi judicial hearing in the event 
that the dispute could not be settled by 
such informal means. The report 
states: 

“Confidence is fostered more certainly 
by informal personal contact than by for- 
mal technical procedure. Therefore, it 
seems desirable to develop that procedure 
as far as possible without infringement up- 
on the rights of the parties to a quasi judic- 
ial hearing and determination if desired and 
reasonably necessary. The development of 
the conference method of solving the prob- 
lems presented recommends itself to the 
informed mind as the best procedure with- 
in the limits mentioned, because: first, it is 
less expensive; second, it is more flexible 
and extensive; third, it embodies the ex- 
pression of persons who are free from the 
restraint of the formality of a hearing and 
the necessities, as so considered sometimes 
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by counsel for litigants, of interposing 
technical methods for the obtaining of 
temporary advantages sometimes unfortu- 
nately conceived only for the purpose of 
impressing clients; and fourth, it has the 
advantage of a great saving of time, enabl- 
ing parties to settle their differences, sery- 
ing as a guide to future action by the pub- 
lic utility, and clarifying confusion some- 
times existing in the minds of the public. 

“Whether the conference is between pub- 
lic utility or representatives of the public 
and the regulatory commission, or all three 
parties join therein, the commission, while 
conscious that the sphere within which it 
may act and the scope of its acts are lim- 
ited by the judicial pronouncements of the 
court and the law creating it, yet is more 
at liberty, in conference, to arrange an eq- 
uitable solution by consideration of other 
factors than those which have been laid 
down by the courts as the most important 
under usual circumstances. If, under any 
given circumstances, a conference fails as 
the instrumentality for the solution of the 
problem involved, it may, in any event, 
have the effect upon formal hearing, of 
narrowing the extent of the uncertain fac- 
tors upon which the judicial mind must 
exercise its judgment, to a degree unguid- 
ed by previous experience or pronounce- 
ment.” 


HE view of the committee seems to 
be that there is no necessary repug- 
nance between the duty of the commis- 
sion to protect the rights of the public 
in an active way and its duty to treat 
the utilities with fairness and equity. 
To refuse to investigate any or all com- 
plaints against utilities on its own mo- 
tion would be to deny effective protec- 
tion to the public. To refuse to recog- 
nize and apply the law of the land and 
rules of equity as laid down by the 
courts would be to deny justice to the 
utilities and to welcome court reversals. 
The commission of today, according to 
the report, should weigh both duties. 
It stated: 
“A study of these considerations requires 
a recognition of the fact that the regula- 
tory commission is a legislative agency cre- 
ated to do for the public that which they 
could do for themselves through their leg- 
islative representatives, if legislatures were 
continuously in session and their member- 
ship sufficiently technically educated in the 
problems incident to public utility service. 
Such a recognition of the origin and gen- 
eral character of the regulatory body does 
not, however, preclude a nice distinction 
between the legislative function and the 
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exercise of quasi judicial functions within 
the powers conferred by the legislative en- 
actment and prompted by considerations of 
essential justice and equity as between the 
public and the public utility under the cir- 
cumstances surrounding the problems pre- 
sented. A proper blending of the legisla- 
tive and quasi judicial function of the reg- 
ulatory commission requires, without 
doubt, continuous examination of the rules 
of procedure usually promulgated by the 
commissions, themselves, in order that they 
may reflect the continuously changing con- 
ditions, which may prompt more or less 
emphasis upon the two distinct functions 
exercised by the commission. If rules of 
procedure are too technical, too formal, 
they tend to overemphasis of the quasi ju- 
dicial function, and, without being clothed 
with the dignity of the court, continuous 
judicial findings may easily arouse public 
criticism to the effect that the commission, 
in endeavoring to do justice between the 
parties, has lost sight of the fact that it is 
a creature of the people instituted for the 
purpose of preventing abuses alleged to 
have occurred prior to its existence. On 
the other hand, too informal procedure, 
whether overemphasizing the function of 
the commission as a protective agency, or 
partaking of an arbitrary finding of fact 


and application of a regulatory remedy, 
may be equally subject to criticism, both 
on the part of the public and the public 
utility. There must be sufficient similarity 
to court procedure to constitute an assur- 
ance to complainants that they may have 
their day in court and to indicate to the 
public utility that its legal rights are to be 
recognized and preserved.” 


The report concludes with the ob- 
servation that the status and tenure of 
members and staffs of commissions 
should be elevated and extended so as 
to promote courage, integrity, and in- 
dependence in the performance of their 
duties. Encouragement, it was said, 
should also be given to those who are 
peculiarly fitted for such work to look 
upon it as a career and not a mere job 
or political stepping stone to something 


better. 
—W.R.N. 


REPORT OF THE COMMITTEE ON THE NATURE 
OF THE FuncTIONS OF STATE CoMMISSIONS. 
American Bar Association Annual Conven- 
tion. Washington, D. C. October 10, 1932. 








Should the Transportation Act Be Repealed? 


I* 1920 Congress passed the Trans- 
portation Act, which provided— 
among other things—that the Interstate 
Commerce Commission should formu- 
late a plan for consolidating the many 
railroad companies in this country into 
a few centralized systems. _ 

At that time many of the smaller car- 
riers were facing bankruptcy. Their 
rolling stock was in a bad state of re- 
pair and not always able to take care 
of available tonnage. Other larger car- 
riers were strong and prosperous. The 
theory of the law was to stabilize the 
country’s system of railroad transporta- 
tion by making the stronger help the 
weaker lines, and to promote more ef- 
ficient operation in general. 

Today, we know that many of our 
railroads, including both those former- 
ly known as “strong” lines as well as 
the weak sisters, are finding it difficult 
to earn operating expenses. Will com- 
pulsory consolidation of smaller weaker 
lines add strength to the larger and 


more prosperous roads? The economic 
problems of the railroads have also 
changed since 1920. Instead of inade- 
quate rolling stock, the railroads—both 
strong and weak—have more rolling 
stock than they can use. Their main 
problem is to find tonnage to fill their 
empty cars and to cope with the increas- 
ing competition from motor carriers. 
Pursuant to the Transportation Act, 
however, the Interstate Commerce 
Commission has, within the last few 
months, formulated a detailed plan for 
merging all of the railroads in the east- 
ern part of the United States into four 
main systems. Naturally this matter 
has attracted the attention of the Na- 
tional Association of Railroad and 
Utilities Commissioners, which has had 
a special committee working on the 
problem. In its recent convention at 
Hot Springs, Arkansas, J. W. McCar- 
dle, chairman of the Indiana commis- 
sion and also of the special com- 
mittee, questioned the wisdom of the 
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Federal commission’s policy. He said: 


“Of course, I am well aware that the 
Transportation Act of 1920 provided that 
the Interstate Commerce Commission 
should proceed to consolidate the railroads 
of the continental United States into a lim- 
ited number of systems. I have a very 
high regard for the gentlemen who com- 
pose this very august body; but I take se- 
rious exception to their proposed consoli- 
dation, which will force the prosperous car- 
riers to take care of the weaker roads, 
which in the course of a few years will be 
unable to eperate profitably themselves and 
can only weigh down or possibly disrupt 
the entire transportation system of the 
United States. In my opinion it would be 
far better to permit the weaker roads to 
die a natural death and be abandoned, than 
to tie them into more prosperous systems 
and thus pull down the entire structure.” 


HAIRMAN McCardle went on to say 

that if the economic situation be- 
comes any more serious “it will mean 
the abandonment of many carriers 
which are today looked upon as strong 
roads.” He pointed out that the result- 
ing damage to towns, cities, and states 
through the loss of taxes and rail serv- 
ice will be disastrous. He took the po- 
sition that the Transportation Act of 
1920 ought to be repealed and more 
modern legislation enacted which would 
not force consolidation of railroads, but 
permit voluntary consolidation by the 
carriers of necessary lines. The re- 
maining weaker lines he would leave 
to die a natural death and substitute 
motor carrier transportation. Chair- 
man McCardle added: 


“It is difficult to think what might be the 
results of an overcapitalized or top-heavy 
transportation system, adding to the now 
struggling railroads more weight than they 
are able to stand. I believe the solution 
of our present transportation problem lies, 
not in forced consolidation, but in the reg- 
ulation by the various states and by the 
United States of both inter- and intra-state 
competitive transportation—motor vehicle 
transportation—under the same or similar 
conditions that now govern the railroads; 
and in then permitting steam carriers, 
through voluntary consolidation, to meet 
the conditions of competition or give up the 
field to the trucks and busses.” 
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prevent “voluntary” consolidation in 
the event that the Transportation Act 
of 1920 were repealed. The American 
Bar Association has given this matter 
some attention. The following “syl- 
labus” from the report of a special com- 
mittee to investigate that legal problem 
briefly summarizes what the lawyers of 
the country probably think should be 
done about it: 


“This report deals with the conflicting 
methods and theories of regulation of rail- 
road and transportation agencies as evi- 
denced on the one hand by the antitrust 
laws and on the other by the Interstate 
Commerce Act. The conclusions reached, 
which are stated in detail at the conclusion 
of the report, are briefly as follows: 

“1. The enforcement upon the railroads 
of competition through the antitrust laws is 
inconsistent with their being regulated as 
though they were natural monopolies ; their 
regulation by a concurrent application of 
the two methods should not be continued. 

“2. While the railroad business is a high- 
ly competitive business and made more so 
by the development of automobile, pipe line, 
and water transportation, it is not practica- 
ble to abandon the regulation of the rail- 
roads under public utility concepts and to 
leave to the forces of competition the se- 
curing of an equitable adjustment of the 
mutual rights which are involved. 

“3. Carriers subject to regulation by the 
Interstate Commerce Commission should 
be relieved from the inhibitions of the 
antitrust laws, since the rights of all con- 
cerned can be fully protected through reg- 
ulation by the commission under the prin- 
ciples of public utility law. 

“4. The regulation should be changed in 
these respects : 

“a. The pooling of traffic and earnings 
under regulation of the commission should 
be encouraged. 

“b. The carriers should be permitted to 
make legitimate traffic agreements in reg- 
ulation of competitive conditions. 

“c. Consolidations and mergers should 
be permitted without the present reserva- 
tion ‘that competition shall be preserved as 
fully as possible.’ 

“d. The regulation of the entire trans- 
portation industry should be based upon 
the principle that all competitors shall have 
equal regulatory burdens under a system 
properly reflecting the fact that they are 
competitive and not monopolistic enter- 
prises.” 


But the question then arises whether = gist of the American Bar Asso- 


the Sherman Act and other antitrust 
laws enacted by Congress would not 
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ciation committee’s report amounts 


to this: 



















Whether or not the Transportation 
Act of 1920 is repealed, Congress ought 
to exempt by specific legislation the ap- 
plication of the present-day Federal 
antitrust laws to the railroads and leave 
the regulation of them entirely in the 
hands of the Interstate Commerce Com- 


—W.R.N. 


mission. 
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Report oF SpecIAL COMMITTEE ON CONSOLIDA- 
TION OF Raritroaps. Annual Convention of 
the National Association of Railroad and 
Utilities Commissioners. Hot Springs, Ar- 
kansas. November 15, 1932. 


Report OF COMMITTEE ON THE APPLICABILITY 
to Pustic Uriities or Anti-Trust Laws. 
Annual Convention of the American Bar 
Association. Washington, D. C. October 

10-11, 1932. 








O NE of the most disturbing thoughts 
in contemplating the Socialist 
State is that hereafter in place of each 
child being born either “a little Liberal 
or else a Conservative” our future off- 
spring will all come into the world of 
one stamp. 

Seriously speaking, however, a cas- 
ual reading of recent literature of this 
class gives one real apprehension that 
although one goal of socialism is the 
emancipation of the human industrial 
robot, quite on the contrary some of 
their policies may result in an even 
greater degree of stultifying standardi- 
zation. However, in all fairness one 
must admit that the present scheme of 
things is far from satisfactory and per- 
haps these pioneers on the frontier of 
social thought may discover important 
sign posts on the highway of progress. 
The challenge that arises from their 
radical departures may be excellent ton- 
ic to those of us who cling to the estab- 
lished order. Time will tell. 

In “Socialist Planning and a Socialist 
Program” edited by Harry W. Laidler, 
we are given an interesting cross-sec- 
tion of present socialist thought in the 
United States by leaders in that school. 
The idea behind the compilation of this 
book has been to compare proposals of 
economic planning under the capitalist 
system with socialism and to show the 
great advantages of the latter, from 
the socialist standpoint. As a matter 
of fact, these people feel that planning 
ina capitalist state is anomalous. This 
is at first blush somewhat of a surprise 


The Socialist Attitude toward Regulation 
and Economic Planning 
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to the average reader, because one 
would rather expect them to greet these 
proposals for a regulated business sys- 
tem at least as a step in the right direc- 
tion. 

On the contrary, however, not only 
do they feel that it will be impossible 
for our present system to “plan” itself 
into a better order but the very idea is 
apparently anathema. Planning under 
a capitalist régimé is to them as anti- 
social as a continuance of, to use their 
terminology, the laissez-faire-ism of to- 
day. 

For example, Norman Thomas, in 
his introduction, says: 

“Conceivably some planning devices 
might be employed by capitalism which 
would be useful for achieving real social- 
ization; practically the kind of planning 
capitalism will give us and the only kind 
will be fascist with all that the word im- 
plies of threat to liberty, to peace, and 
even to real prosperity. Any hope for us 
must lie in the socialist decision by work- 
ers with hand and brain. 


Likewise, in a very well-written chap- 
ter entitled “American Proposals for 
Planning—A Critical Analysis,” Pierce 
Williams points out that in his opinion 
our schemes for a National Economic 
Council represent attempts to “ration- 
alize” out of our present difficulties at 
the same time holding on to the very 
things which cause the trouble, vis., 
the individualistic system of competi- 
tive capitalism. He then examines the 
plans of Mr. Gerard Swope, Profess- 
or Beard, as well as that of the National 
Progressive Conference and concludes 
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that they either fall short in their aims 
or else that the proposed machinery 
would be so cumbersome as to be un- 
workable. 


LONG somewhat the same line, but 

with perhaps a more practical ap- 
proach, Louis Waldman reaches simi- 
lar conclusions in a chapter entitled 
“Regulation vs. Public Ownership: 
Their Legal Aspects,” and points out 
that planning under our present sys- 
tem means increased government regu- 
lation which he asserts is impracticable. 
In the first place, Mr. Waldman be- 
lieves that increased regulation would 
be unconstitutional, under the Four- 
teenth Amendment, and cites the ma- 
jority opinion in New State Ice Co. v. 
Liebmann [285 U. S. 262, P.U.R.1932B, 
433]. But even granting that the courts 
would at some time in the future look 
with favor on government regulation 
under a system of economic planning, 
he finds first that such regulation as we 
have had has been a failure, and sec- 
ondly, that the inherent problems are 
such as to defeat the purpose. This 
type of regulation after all is based on 
valuation, and after referring to leading 
rate cases, Mr. Waldman makes the 
following observations: 


“In the administration of the problem of 
rate regulation, there are great practical 
difficulties. For one thing, by the time a 
rate or price basis is determined, after an 
extensive or costly proceeding either be- 
fore the commission or the court, or both, 
it loses its validity. The conclusion seems 
inevitable that the legal foundations of our 
economic system based on private owner- 
ship make effective regulation of the pri- 
vately owned properties impossible and 
administratively impractical. 

“The socialist view of economic planning 
does not contemplate mere coercive action 
such as implied in regulation. A more 
fundamental adjustment is necessary. 


Socialists hold that industrial depressions, 
irregularity of employment, economic in- 
security, widespread misery in times of 
plenty, are the result of the inequitable 
distribution of wealth. . . . 

“The gap between the consuming power 
of the masses and the trong | capacity 
of industry is growing wider. uge sur- 
pluses built up out of profits, are in 
invested in building new producing facili- 
ties for the successful operation of which 
there is no market. Industrial stability 
and the balance of production and con- 
sumption require the establishment of a 
system of just distribution of wealth, 
That means the abolition of the profit 
system. Economic planning, if it is’ to 
accomplish its essential aims, must proceed 
from that premise.” 

BS ippo you have it! Whole hog or 

none for the socialist as against 
the capitalist planner. One is constant- 
ly surprised at the uncompromising at- 
titude of the socialist thinker. The im- 
pression is given of people working 
from text and not experience. There 
is a flexibility needed in human affairs, 
which to the writer has always seemed 
strangely lacking in the dogmatism of 
this school of thought. However, just 
as certain qualities are inherent in the 
attitude of the established order, it is 
probably quite natural that a reform 
movement should be characterized by 
rigid adherence to the basic doctrines. 
Such after all is the nature of the re- 
former. On the other hand, if people 
are ever to learn from the experience 
of others, doesn’t the record of the 
Prohibition movement in this country 
establish an all time precedent of the 
danger which invariably lurks in un- 


compromising zeal? 
—J. B. W. Jr. 


Soctatist PLANNING AND A Soctaist Pro- 
GRAM. Edited by Harry W. Laidler for 
the League for Industrial Democracy. 
New York: Falcon Press, Inc. 254 pages. 
$2.00. 1932. 





“The short-sighted policy of dragging the government into 
business activities has been promoted in very large part by 
business organizations and individual business men who have 
sought thereby to advance what they conceive to be their 
selfish interests regardless of the harm to others or the ex- 


pense to us all. That thing must stop.” 


—L. A. Downs 


PRESIDENT, ILLINOIS CENTRAL SYSTEM 
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The California Commission Goes Gunning 
for the “Wildcat Carrier’ 


HE California commission has just 
if ak its report on the chaotic 
condition of transportation regulation 
in that state. This investigation, under- 
taken by the commission on its own 
motion, extended over a period of ap- 
proximately six months from January 
to June, 1932. There were 125 appear- 
ances filed and 241 witnesses testified 
representing shippers and receivers of 
freight, chambers of commerce, and all 
types of legally operated transportation 
agencies including rail, motor, and wa- 
ter carriers. The report consists of 
66 printed pages. 

The chief cause for the disturbed 
condition of transportation, aside from 
general business doldrums, seems to be 
the unregulated private carrier, referred 
to in the report as the “wildcat carrier.” 
The regulatory sins of this culprit who 
seems, foolishly enough, to be doing 
most of his business for less than the 
actual cost of the service, can be 
summed up as follows: 

(1) Variable rate schedules ; (2) dis- 
crimination and rebates with respect to 
persons and places; (3) secret rates and 
rates changed without notice; (4) ir- 
regular and unsafe service with respect 
to his method and hours of operation; 
(5) disastrous competition to regular 
carriers from which he has not pros- 
pered himself to any appreciable ex- 
tent. 

The report points out that state and 
Federal regulation can and does pro- 
hibit such abuses by regulated carriers. 
But the report adds: 

“The very evils which regulation is in- 
tended to correct have returned in even 
more vicious form under a condition of the 
law where some of the transportation 
agencies are rigidly regulated ; some are or 
may be partly regulated and some are not 
regulated at all. The public interest de- 
mands that regulation be extended alike 


over all or that it be withdrawn from all 
and the law of the jungle be given full and 


equal play.” 
In other words, under the present 
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state of transportation regulation in the 
fight between the private and the com- 
mon carrier, the commissions are com- 
pelled to hold the hands of one of the 
combatants so that the other may 
shower him with blows. 


HE remedy for this unfair situa- 

tion, continues the report, is to ex- 
tend the law of regulation over all types 
of transportation whether by private or 
common carriers to the fullest extent 
permitted by the Constitution. All such 
carriers—whether operation on land or 
water, on steel rails or rubber tires— 
should be compelled to procure certifi- 
cates of convenience and necessity from 
the commission before setting up in 
business—especially the so-called “con- 
tract” motor carrier. 

This certificate, according to the re- 
port, should issue to the contract car- 
rier only upon a showing: (1) That 
public convenience and necessity re- 
quires the proposed service; (2) that 
the applicant is financially responsible ; 
(3) that he makes a revelation of the 
“contracts” upon which his operations 
will be based ; and (4) that his proposed 
rates are not less than “reasonable” 
rates for the services performed. It 
was suggested that such carriers should 
be compelled to carry upon their trucks 
at all times copies of contracts upon 
which their operations are based. 

The report concludes : 


“The operation of the unregulated carrier 
on the highway is the basic trouble in the 
problem before us. An adequate and sure 
way to accomplish these ends, may be to 
take the seemingly drastic step of prohibit- 
ing private carriers for hire from operat- 
ing on the public highways. This would 
leave the publicly built and owned high- 
ways open to the pleasure car, the private- 
ly owned and operated truck and the cer- 
tificated common carrier.” 

—M. M. 


Report OF THE CALIFORNIA Raritroap Com- 
MIssIon. Investigation of Transportation 
Operations. Case No. 3154. Decided 
October 10, 1932. 
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The March of Events 








Accomplishments of the Power 
Commission Are Reviewed 


N a statement made public on October 31st 
I at the offices of the Federal Power Com- 
mission, the accomplishments of the commis- 
sion, as now constituted, are compared with 
the activities of the former commission. The 
statement declared that since the new com- 
mission took office, cases involving more than 
$14,000,000 have been closed, and cases in 
which audits have been completed have been 
increased from $97,000,000 to $277,000,000 
since June 30, 1931. 

More has been accomplished under the 
régime of the new commission established 
December, 1930, in the way of determining 
the net investment in licensed power plants 
on government lands and navigable streams 
than in the previous 10-year period of opera- 
tion under the Federal Water Power Act, 
which became a law on June 10, 1920. 

Up to June 30, 1931, the start of the first 
fiscal year under the new power commission, 
out of a total of $637,000,000 of claimed in- 
vestment in licensed projects, only $35,000,000 
in accounts had been audited and the cases 
settled. Only $97,000,000 of claimed invest- 


ment had been audited and was awaitin; 
final action by the new commission. 


Concern Felt Over the Decline 
in Passenger Revenues 


N a letter made public by the secretary of 

the Interstate Commerce Commission on 
October 22nd, the executives of all Class I 
railroads operating in the United States have 
been asked by the commission for their views 
as to whether a general reduction in basic 
passenger fares will increase traffic volume 
and lessen or overcome the deficit in passenger 
revenues. The letter also asks such execu- 
tives for suggestions which they have in 
mind “as to how the users of freight service 
may be relieved from the burden due to un- 
profitable passenger service.” The letter 
states that the Interstate Commerce Com- 
mission has long been concerned by the 
growing deficits resulting from passenger 
operations, and adds that it “seems clear 
that the freight traffic cannot be expected 
to support the unprofitable passenger service 
indefinitely.” 


2 
Alabama 


Phone Rates Surveyed by 
the Commission 


ELEPHONE rates in Birmingham and Jef- 

ferson county are being studied by the 
Alabama Public Service Commission with 
a view to lowering monthly charges. In 
a letter to James Walker, chairman of the 
rate committee of the Alabama Rate Associa- 
tion, Hugh White, chairman of the commis- 
sion, said that his group had been accumulat- 
ing data for a study of the question for 


some time. The study includes property 
values, income, earnings, expenditures, and 
charges of the Southern Bell Telephone & 
Telegraph Company. The company has been 
called upon for reports bringing up to date 
the statistics which the commission requires 
in the investigation. 

Chairman White's letter was in reply to a 
resolution recently adopted by the rate asso- 
ciation asking for lower telephone charges. 
The resolution cited the recent 124 per cent 
reduction in telephone rates in the state of 


Wisconsin. 


e 


California 


National City Council Acts in 
Water Rate Dispute 


ATEs of the private water company ren- 
dering service in the vicinity of National 
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City, California, will be protested by the city 
council as the result of a —- signed by 
2,400 water consumers. cilman Harry 
Garber has requested that the council direct 
a letter to the state commission asking for 
a local hearing on the water rates. He also 
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against the water rates and send it to the 
Both. requests were granted, 


requested that the council instruct the city 
formal complaint 


e 


commission. 


Conneéticut 


New Britain Rate Group Holds 
First Meeting 


Awe committee appointed by the New 
Britain council to inquire into the ad- 
visability of seeking lower rates from four 
public utilities serving in that community 
and to confer with the officials of such utili- 





e 


ties, held its first meeting on October 21st 
and chose Alderman Frank E. Zapatka as 
its chairman. The committee decided not to 
confer with the utility officials until it looked 
into the powers of the municipal government 
with relation to such companies. The com- 
mittee decided to secure from the corporation 
counsel, J. H. Kirkham, an outline of the 
proper procedure under the circumstances. 


Florida 


Miami Utility Rates 
Investigated 


HE Miami City Commission on October 

19th requested the Miami Rate and Traf- 
fic Board to investigate as quickly as possible 
the rates. charged in Miami by the Florida 
Power and Light Company for all public 
utilities other than electricity. The board 
has already under investigation the Miami 
electricity rate, which it claims it found 47.9 
per cent too high in a preliminary survey 


e 


presented to the commission on October 13th. 

The board asked the commission to have 
the city attorney prepare opinions as to 
whether the board had the right to exclude 
the power company’s investments in inter- 
connecting lines from its computation of a 
reasonable rate-making base if it found that 
the Miami plant was sufficient to care for 
Miami needs. There was also the question 


of whether the board would have the right 
to inspect the company’s records if litigation 
arose over attempted rate fixing by the 
commission. 





Illinois 


Chicago Seeks Lower Gas Rates 


A™= making a comprehensive study of 
gas rates in many of the important cities 
in the nation, with particular reference to the 
effect on revenues by a change in rates, the 
city of Chicago has recommended to the IIli- 
nois Commerce Commission that rates in that 
city should be reduced further by the Peoples 
Gas Light and Coke Company. The reduc- 
tion recommended according to the city will 
result in an actual increase in revenue for 
the company, due to an increase in the use 
of gas as a fuel, according to the Chicago 
News. 

A study was made by F. P. Fisher of 
Mount Vernon, Ohio, and J. M. Naiman of 
Chicago, consulting engineers, under the di- 
rection of Joseph F. Grossman, assistant 
the gas 
A domestic cooking rate averag- 


corporation counsel in charge of 
litigation. 


646 


ing 16 cents a therm, as against the present 
charge of 58 cents for the first two therms 
and 17 cents for the next twenty-four was 
recommended, but the largest reduction sug- 
gested was the water-heating schedule. It 
was there recommended that the therm 
charge be reduced from 17 cents to 104 cents. 
Recommendations were also made for reduc- 
tion in the commercial, industrial, and space- 
heating schedules. With such rates the city 
contended that the gas utility would be able 
to make a net return of 6.91 per cent on the 
claimed valuation of $165,662,572 as against 
the company’s calculations that the present 
rates would net a return of 6.96 per cent 
on a capitalization of $149,092,913. The in- 
crease in capital account under the city’s 
figures would be caused by the added equip- 
ment which would be required to take care 
- pe increase in the consumption of the 
uel. 
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said to be unique in the history of the gas 
industry. The investigators sought to ascer- 


South Bend Enjoys Voluntary 
Power Rate Cut 


EpUCED rates for electric service volun- 

teered by the Indiana & Michigan Elec- 
tric Company and approved by the South 
Bend city council were ordered into effect 
on October 18th by the state public service 
commission. Other towns and cities in the 
St. Joseph valley included in the new schedule 
of tariffs petitioned for by the utility and 
approved by the state commission, according 
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The study made by the city engineers was tain at what rates the company could expect 
the greatest amount of revenue and carefully 
studied the effect in other cities. 


e 


Indiana 


e 









to the South Bend Tribune, included the 
eastern part of Mishawaka and Roseland, 
Osceola and Lakeville, Elkhart, Kogonier, 
Butler, Gravill, Woodburn, and St. Joe. 

It was estimated that the new rates would 
bring about a reduction in the bills of ap- 
proximately 37,000 consumers in the com- 
munities mentioned, approximately 25,000 


of which are residents of South Bend alone. 
The Tribune said that the electric company 
by its voluntary rate order stands to lose 
approximately $100,000 a year from its 
former revenue. 





Kansas 


Governor Woodring’s Rate Re- 
duction Policy Attacked 


Fae sg after Governor Harry H. Wood- 
ring, Democratic candidate for reélection, 
had on October 21st made public his position 
with respect to treatment of utilities in the 
state of Kansas, especially with a view to 
securing utility rate reductions, the Republi- 
can gubernatorial nominee, Alfred M. Lan- 
don, agreed with Governor Woodring that 


State Commission Asked to Hear 
Shreveport Rate Complaint 


Lourstana Public Service Commission in- 

vestigation into alleged excessive tele- 
phone rates and charges in Shreveport and 
vicinity was asked on October 26th in a 
petition filed with the commission by nu- 
merous Caddo parish citizens and commercial 
firms. The petition, directed against the 
Southern Bell Telephone and Telegraph Com- 
pany, asserted that telephone rates in Shreve- 
port imposed a hardship on patrons and 
should be decreased to a fair amount. It 
was stated that there are more than 17,000 


e 


Louisiana 
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public utility rate reductions in Kansas should 
be secured. Mr. Landon declared that public 
utility rates were out of line and should 
come down to the level at which other com- 
modities were selling. Mr. Landon differed, 
however, with Governor Woodring as to the 
method of obtaining such reductions, accord- 
ing to the Wichita Beacon. The Republican 
nominee stated that it was his conviction 
that a basis for reduction in utility rates 
should be worked out without a prolonged 
war between the state and the utilities. 





telephone subscribers in the city of Shreve- 


rt. 

According to the Shreveport Times the 
filing of the action is the result of a hearing 
held several months ago in Shreveport by 
Commissioner Harvey G. Fields. At that 
time the commissioner suggested that be- 
cause the commission was without funds to 
investigate the rates, the city might take 
Federal court action. Since that time funds 
have been made available to the commission 
and several weeks ago the commission an- 
nounced that all cases on the docket would 
be heard as soon as possible. 

Following the filing of the petition by 
Shreveport, the public service commission 
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announced that the Southern Bell Telephone 
and Telegraph Company would be required 
at a hearing in Lafayette to show cause why 
charges and rates should not be reduced 


throughout the state. Shreveport will be 
expected to appropriate several hundred dol. 
lars as its share in the statewide investiga. 
tion. 


e 


Massachusetts 


Experts to Study Rates 
in Lawrence 


HE Lawrence City Council has voted to 

engage an expert in its pending proceed- 
ing to secure lower power rates, according 
to a news dispatch to the Lawrence Tribune. 
City officials have been making a special 
investigation of electrical rates there. The 
municipal users of electricity declared that 
they hoped to secure a saving to the city of 
$40,000 a year. There was some discussion in 
the council meeting, after the council had 
decided to hire a rate expert, as to how the 
money for compensating such expert should 
be raised. Alderman Galvin declared that 
it might not be necessary to spend any 
amount, in view of the fact that local people 
who had made a close study of rates might 
be prevailed upon to volunteer their services 
in a proceeding to reduce them. 


City Accepts Voluntary Power 
Rate Cut 


A a special meeting of the Beverly board 
of aldermen held on October 24th a 
reduction in residential and commercial light- 
ing rates offered by the Beverly Gas and 
Electric Company was approved. The pro- 
posed reduction will save commercial users, 
according to a news item in the Beverly 
Times, approximately $26,000 a year and is 
comparable to similar reductions which have 
been put into effect in Lynn and Salem. The 
rates were previously taken up by the com- 
mittee on public service and the city elec- 
trician who explained the schedule offered by 
the company to the board meeting. The re- 
duction was brought about following the pe- 
tition of a number of residents who asked 
that the aldermen take action on a rate re- 
duction. An agreement resulted. 
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Michigan 


Saginaw Pays Utility Rate 
Arbitrators 


Paxuens of the fees of the Saginaw city 
members of the gas arbitration board was 
approved by the board of estimates when it 

ve its consent to the appropriation of 

980 made by the city council for that pur- 
pose, according to a news dispatch to the 
Saginaw News. There had been some criti- 
cism of the council’s action in appointing the 
arbitrators without any contract or other 
agreement as to their fees but members of the 
board expressed the opinion that there was 
nothing to do but to make the compensation. 


> 


Two Electrical Companies 
Voluntarily Reduce Rates 


N™ rates for electricity which went into 
effect on November Ist in St. Joseph 
and Benton Harbor will be substantially lower 
for the average small user than the rates 


which had previously been in effect. The 
new rate for these two cities has just been 
announced by the Indiana & Michigan Elec- 
tric Company. 

Another Michigan operating company, the 
Edison Sault Electric Company, serving Sault 
Ste. Marie has promised that it will reduce 
rates on January Ist, according to a state- 
ment made by J. B. Whitworth, president of 
the American States Public Service Com- 
pany, a holding company of the Edison Sault 
Electric Company. Mr. Whitworth’s state- 
ment was made in reply to an inquiry by City 
Manager Henry A. Sherman and stated that 
the Edison Sault Company had spent con- 
siderable money during the past year in ex- 
tensions, entailing many financial obligations. 
He said that if the city would press the 
matter of rate reductions at the present time, 
it would embarrass the company. He prom- 
ised, however, that if the city would defer 
further action on the former rate reduction 
proceeding until January 1, 1933, there would 
be a downward revision of rates. The amount 
of = contemplated reduction was not re- 
vealed. 
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Missouri 


Springfield Business Men Con- 
sider Electric Rate Revision 


poPpTION of a lighting rate revision pro- 
posed by officials of the Springfield Gas 
& Electric Company was recommended to the 
council of that city by a business men’s com- 
mittee, upon the condition that the company 


e 


would agree not to increase its charges for 
any user. The company contended that the 
general effect of the revision would be to 
lower the rates. The proposed schedule con- 
tains a demand charge. In some places the 
demand will be figured by demand meters, 
while to other consumers the demand factor 
will be figured on a given percentage of the 
total connected load. 


Nevada 


Voluntary Rate Cut Offered 
in Sparks 


T= Sierra Pacific Power Company has 
submitted a tentative rate reduction to the 
power committee appointed by Sparks city to 
investigate power rates and the committee 


| z 
New Jersey 


State Board Continues Policy 
of Negotiation 


ae in utility rates by negotiation 
rather than litigation will continue to be 
the policy pursued by the New Jersey Board 
of Public Utility Commissioners, according 
to a statement by its secretary, Emmett T. 
Drew, in a communication to City Commis- 
sioner George W. Page. Commissioner Page 
had stated in a letter to the commission that 
the Public Service Electric and Gas Company 
had earned $17,000,000 in excess of its legal 
return for the past three years. Mr. Page 
said his figures were computed on the board’s 
own estimate for the period. 

The commission’s calculation, Mr. Drew re- 
plied, was in favor of the consumers and had 
been disputed by the utility. He pointed out 


e 


is now engaged in a study of the rates pro- 
posed with respect to the existing rates, ac- 
cording to a news dispatch to the Sparks 
Tribune. The suggested rate reduction sub- 
mitted affects only domestic users of power 
and is estimated to result in a reduction of 
about 8 per cent on the larger consumers with 
a small percentage on the smaller consumers. 


that in the event of a dispute thus arising, a 
year’s litigation would be necessary before 
the courts would eventually decide which fig- 
ure was correct. According to a dispatch in 
the Trenton State Gazette, Mr. Drew asserted 
state finances at present were not conducive 
to such a court fight which, he said, would 
cost approximately $100,000. 

Through the medium of negotiation, Mr. 
Drew said the utility commission since 1924 
had succeeded in reducing the gross revenue 
of the light and power companies by $42,000,- 
000 in favor of the consumers. Such negotia- 
tions are now in progress looking toward ad- 
ditional reductions, he asserted. 

The commission, continued Mr. Drew, was 
without authority to direct utilities to return 
to consumers the excess collections over the 
legal rate. He cited several court decisions 
to substantiate his contention. 


New York 


Governor Orders Electric 
Rate Inquiry 


nN October 27th Governor Franklin D. 
Roosevelt (since elected President of the 
United States) took steps to have the pub- 


lic service commission take the initiative in 
an investigation of the fairness of gas and 
electric rates charged in the city of Bing- 
hamton, in accordance with the principles 
which he laid down in his campaign speech 
at Portland, Oregon, on September 23rd, ac- 
cording to a dispatch in the New York 
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Times. In that speech the governor declared 
that the public service commission should 
take the initiative in protecting the public 
interest instead of performing merely judicial 
functions. The governor’s action followed an 
unexpected visit from a delegation from 
Binghamton headed by Mayor Miles M. 
Smith. Mayor Smith informed him that, 
after the governor’s Portland speech, the 
Binghamton Common Council, which had 
long believed the rates too high, but did not 
feel justified in spending $60,000 of the tax- 
payers’ money to prepare a case against the 
company, adopted a resolution requesting the 
governor to act through the public service 
commission. The governor announced that 
he had directed Chairman Milo R. Maltbie of 
the state public service commission to begin 
an investigation. 


sa 


Further Rate Cuts in 
Westchester Hinted 


ey. question of electricity costs in Mount 
Vernon and Westchester county general- 
ly was not settled by the recent reduction 
there, and there is a strong possibility of 
further reductions according to intimations 
by Milo R. Maltbie, chairman of the New 
York Public Service Commission, who con- 
ferred with representatives of the Mount 
Vernon Chamber of Commerce on October 
20th. Chairman Maltbie not only promised 
to start an immediate investigation but asked 
the committee of the chamber of commerce 
to obtain more data. The exact points upon 
which the investigation will proceed were not 
revealed at the time. 


e 
Lower Electric Rates for Albany 


N™ and lower rates for al! classes of 
commercial and industrial electric serv- 
ice in Albany, which are expected to save lo- 
cal customers as a class $170,000 a year, have 
been filed with the public service commission 
by the New York Power and Light Corpora- 
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tion rendering service in that city, according 
to a news item in the Albany Times-Union, 
John L. Haley, vice president of the com. 
pany, in announcing the filing of the new 
rates, said that the $170,000 would only be 
the immediate saving, and that there were 
even greater savings over the present rates 
as the use of service increases. The rates, 
which will become effective with the approval 
of the public service commission, will apply 
to electric service in stores, factories, garages, 
offices, restaurants, and all other classes of 
commercial or industrial consumers. Mr, 
Haley announced that the introduction of 
these new commercial and industrial rates 
marked the second major step in the program 
of rate improvement and reduction carried 
on by the company since its formation in 
1927. Residence electrical rates because of 
their greater diversity in form and because 
they affected the largest number of people 
were adjusted first. 


aa 


Municipal Ownership for New 
York City Asked 


A= for municipal ownership of pub- 
lic utilities to end corruption in city pol- 
itics and to effect an annual saving of $50,- 
000,000 was made by Morris Hilquit, Social- 
ist candidate for mayor, in a political address 
on October 3lst. Mr. Hilquit said that the 
banking interests of New York were the 
backbone of the principal public utilities 
which supplied the city. He asserted that 
the gas, electric, and telephone utilities were 
all under the financial control of bankers. He 
added that if taxes should be reduced to con- 
form to diminished incomes, the rates of the 
utility companies to the consumers and the 
dividends to their stockholders should be 
equally cut. He declared that if the city took 
over the ownership and operation of these 
public utilities and paid a 4 per cent return 
on the actual investments, it would effect a 
saving of about $50,000,000, half of which 
could go back to the consumers in reduced 
rates and half used for the social needs of 
the city. 


@ 
North Carolina 


Mayor Outlines Program for 
Electric Rate Cut 


ayor George W. Coan, Jr., of Winston- 

Salem declared that there are three 
courses of action open to citizens of Winston- 
Salem in case the Southern Public Utilities 
Company does not soon agree to an electric 


rate reduction. After pointing out that the 
conditional proposal already made by the 
company is not acceptable, the mayor said 
that one of the three steps might be taken: 
(1) New legislation may be sought from the 
general assembly, appropriating a reasonable 
amount to cover scientific investigations and 
valuations of utility properties, and the nec- 
essary legislation to create a commission with 
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authority to regulate rates, similar to a recent 
enactment in South Carolina; (2) municipal 
ownership, provided the necessary finances 
could be handled through the Reconstruction 


7 


considered by the neighboring cities of 
Point and Lexington; (3) an increase in 
utility’s franchise tax. 


Finance Corporation—a course now Figs 


Ohio 


Akron Continues Fight for 
Rate Reductions 


HILE its city council considered a re- 
quest that the 1933 budget be amended 
to include an item of $35,000 for the prose- 
cution of gas rate litigation during the com- 
ing year before the Ohio Public Utilities 
Commission, the city’s legal department con- 
tinued to present to the commission evidence 
in support of the city’s application for im- 
mediate emergency reduction in gas rates. 
Meanwhile L. G. Tighe, vice president of 
the Ohio Edison Company, assured the city 
council’s utilities’ committee that conditions 
would not permit widespread electric rate re- 
ductions. Mr. Tighe told the committee that 
the company could not do much for the in- 
dividual consumer, but that the individual con- 
sumer could do a great deal for himself in re- 
ducing his electric light bill by practicing econ- 
omy. He pointed out that every rate sched- 
ule that the Ohio Edison Company has filed 
with the Ohio Public Utilities Commission 
since 1914 has shown a reduction in rates, 
but that the company intends to pursue the 
same policy in the near future, whenever con- 
ditions warrant. He added, however, that 


e 


the prevailing conditions would not permit a 
widespread slash in the electric rates in Ak- 
ron. 

- 


Statewide Gas Rate Body 
Formed 


pons of a statewide municipal organ- 
ization to fight for gas rates was com- 
pleted in Columbus on October 28th, accord- 
ing to a dispatch in the Dayton Herald, with 
Law Director Herbert S. Beane and City 
Commissioner John E. Breidenbach of Day- 
ton representing the latter city. John M. 
Lewis, Columbus councilman, was elected 
president; Fred Gribbell, Deshler city solici- 
tor, vice president; and Russell P. Price, 
Hamilton city manager, secretary-treasurer. 
The organization was named the Ohio Asso- 
ciation of Municipalities on Public Utility 
Questions. Its aim at present is to fight for 
lower gas rates. Electric power rates and 
street car fares may be taken up later. The 
association’s members for the present will 
keep in close contact with each other on mat- 
ters which arise in their vicinities in con- 
nection with the battle for lower gas rates. 


Oklahoma 


Revised Regulatory Commission 
Proposed 


PROPOSAL will be submitted at the next 

session of the legislature to abolish the 
corporation commission of Oklahoma and es- 
tablish a public utilities commission, the mem- 
bers of which would be appointed by the 
governor with the consent of the senate, ac- 
cording to an oral statement on October 22nd 
by W. C. Lewis, assistant attorney general. 
Mr. Lewis said that he had,been requested 
by state Senator A. Nichols, of Wewoka, to 
prepare a resolution for submission of the 
question to the voters as a constitutional 
amendment. Under the present law, one 
member of the corporation commission is 
elected every two years for a 6-year term. 
The commission exercises jurisdiction over 
public utilities. 


“Taxless Towns” Have Big Tax 
Foreclosure Sale 


AT to a dispatch in the Daily Okla- 
homa for October 18th, Kay county de- 
linquent tax list required 16 pages or 129 
newspaper columns, to print the list, which 
was an increase of 24 columns over the 1931 
publication. There were 15,000 descriptions 
covering delinquent ad valorem, paving, 
sewer, and weed taxes, the last three taxes 
being strictly municipal. Ponca City’s delin- 
quent ad valorem tax increased 6 columns, 
Blackwell’s increased 3 columns, Newkirk’s 
increased 1 column, and Tonkawa’s i 

24 columns. According to the Oklahoma 
Utilities Association, all four of these towns 
have electric plants and have been + <n 
throughout the country by the Public Owner- 
ship League of America as “Tax-Free.” 
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Pennsylvania 


State to Consider Hand-set 
Phone Rates 


N investigation of the reasonableness of 

the charge of 25 cents a month for the 
use of the so-called French or hand-set tele- 
phone is being made by the public service 
commission, according to a statement issued 
by the commission at its Harrisburg office on 
October 26th. The action followed dismissal 
of a complaint against the charge, the com- 
plainant having failed to present evidence. 
The statement observed that although the 
amount of evidence introduced by the com- 
plainant, Mr. E. Irving Shuttleworth of 
Philadelphia, would not warrant, for techni- 
cal reasons, the granting of the relief sought, 
the issue raised, however, impressed the sit- 
ting commissioner Frederick P. Gruenberg as 
being of sufficient importance to warrant the 
institution by the commission on its own mo- 
tion of an inquiry and investigation into the 
continuous charge of 25 cents a month that 
the telephone companies of Pennsylvania 
make to subscribers for the use of the so- 
called French or hand-set instrument. 


ae 
Commission Chairman Asks for 
Increased Power 


NLEss the legislature increases the power 

of the public service commission, espe- 
cially with respect to its authority over in- 
tercorporate contracts, it is helpless, accord- 
ing to a statement by Dr. Clyde King, chair- 
man of the commission, published in the Lan- 
caster Intelligencer & Journal on October 
20th. Dr. King said that owing to the make- 


up and intricate utility situation in Pennsyl- 
vania, by which utilities are controlled large- 
ly by holding companies from other states, it 
was difficult to secure direct relief under pre- 
vailing conditions. 

> 


Water Works Association Backs 
Regulatory Reform 


HE Pennsylvania Water Works Associa- 

tion at the closing session of its annual 
convention at Haddon Hall in Atlantic City 
on October 21st pledged its codperation in 
the attempt to remove any abuses found to 
exist in water companies as a part of its re- 
ply to Governor Pinchot’s message which 
acknowledged that there were good public 
utility companies as well as bad. Governor 
Pinchot had written the association that the 
short-sighted greed of so many utilities, prin- 
cipally those selling power and light, had 
changed the functions of the public service 
commission from a court of arbitration to a 
protector of the public. In its reply the as- 
sociation expressed the belief that the gov- 
ernor’s views would correct the popular opin- 
ion of Pennsylvania residents that all public 
service companies were guilty of the abuse 
of their charters by defrauding the public. 
The association went on record as favoring 
only reasonable rates to its members, and as 
favoring a public service commission beyond 
reproach. The association also passed a reso- 
lution pledging its codperation with the Rial 
(state senate) committee in its current in- 
vestigation of the public service commission’s 
activities. John H. Murdock, Jr., of Wash- 
ington, Pennsylvania, was reélected president 
of the association. 


eS 
South Dakota 


Gas Rate Ordinance Delayed 
Pending Probe 


N expert to investigate the records of 

the Sioux Falls Gas Company is to be 
employed by that city before action is taken 
on the proposed ordinance lowering the rates 
of gas in Sioux Falls. This action was de- 
termined upon by the city commission in 
regular session on October 17th. After con- 
siderable discussion, Mayor George W. Burn- 
side said that he would consult with the city 
commission before making a selection. Com- 
missioner Joseph S. Nelson moved that the 
ordinance lowering the gas rates be passed. 


H. E. Judge, representing the gas company, 
reiterated that the passage of the ordinance 
would be unfair to the gas company and to 
the gas users, as its passage would necessi- 
tate a litigation to restrain the city from en- 
forcing the new schedule. The costs of the 
litigation would necessarily be borne by the 
taxpayers. Mr. Judge said that in his opin- 
ion the commission would lay itself open to 
criticism if the ordinance were passed with- 
out a thorough investigation being made first. 
Commissioner Alex Reid moved that an ex- 
pert be employed to go into the records of 
the gas company to determine the cost of 
operation and other factors entering into the 
fixing of rates. 
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El Paso Employs Phone 
Rate Expert 


T HE city of El Paso on October 21st em- 
ployed C. A. Winder, Los Angeles engi- 
neer and rate expert, to aid in its proceeding 
to lower telephone rates. Mr. Winder began 
work on November Ist on an inventory and 


‘appraisal of the Mountain States Telephone 


& Telegraph Company plant and equipment, 
and an audit of telephone company accounts 
and methods of bookkeeping. Winder’s re- 
port will be made the basis of the city’s an- 
swer to the telephone company’s petition for 
an injunction to restrain the enforcement of 
an ordinance lowering telephone rates from 
$7 and $3.50 to $6 and $2.50 for the main 
classes of service. Hearing is set for March 
1, 1933, in a Federal district court. 


@ 
Vermont 


Burlington Gas Rates 
Investigated 


4 BH Green Mountain Power Corporation 
has been cited by the Vermont Public 


e 


Service Commission to show cause why its 
rates for gas in Burlington should not be 
investigated and an order be issued revising 
them. A hearing in the matter was scheduled 
to be held at the Chittenden county court- 
house in Burlington on November 21st. 


Virginia 


Roanoke Declines to Join 
Rate Fight 


| ape gy will not join other members of 
the League of Virginia Municipalities in 
financing a survey to determine if public util- 
ity rates in the state are fair and reasonable. 
On recommendation of a committee consist- 
ing of City Manager W. P. Hunter and City 
Clerk and Auditor P. Hill Tucker, the Roa- 
noke city council voted not to participate in 


the survey, according to a news item in the 
Roanoke World News. The league’s execu- 
tive committee suggested the survey several 
weeks ago, announcing that it could be ob- 
tained for $500 and suggesting that league 
members contribute $2 for each 1,000 popu- 
lation. When the matter was broached, mem- 
bers of the Roanoke council expressed the 
opinion that a $500 survey would be worth- 
less in so far as assembling data that might 
be used as evidence in a plea for readjust- 
ment of rates was concerned. 


A 
Wisconsin 


Wisconsin Commission Lauded 
by Farm Group 


T2 following resolutions were adopted at 
the Farmers Get-Together Conference 
meeting at Wausau, October 19, 1932: 

“(1) We approve and commend the work 
of the public service commission as presently 
constituted. We believe that the commission 
is endeavoring to protect the interests of the 
consumers of utility services against unrea- 
sonable and discriminatory rates, and par- 
ticularly the agricultural consumers. The 
farmer has an immediate stake in the suc- 
cessful functioning of that commission and 


the program it has launched to give Wiscon- 
sin active effective regulation of utilities. 

“(2) We support and approve the legisla- 
tion enacted in the 1931 session designed to 
strengthen the powers of the public service 
commission, and oppose any efforts to repeal 
or weaken those laws. We especially ap- 
prove the statute placing the costs of regula- 
tion upon the utilities rather than, as here- 
tofore, upon the general property taxpayer. 
We condemn, as flagrant disregard of their 
public obligations, the effort of some utilities 
to defeat this statute by litigation designed to. 
delay and hamper the commission’s work, 
after the supreme court has sustained the leg~ 
islation as constitutional.” 
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The Latest Utility Rulings 








Utility Sale under Foreclosure by Holding Company Invalidated 


N important precedent in the ad- 
ministration of the National Wa- 
ter Power Act designed to protect in- 
vestors in the junior securities of hy- 
droelectric operating companies was es- 
tablished by the Federal Power Com- 
mission on November 2nd when an or- 
der was issued for the abrogation of the 
sale of the Clarion River Power Com- 
pany to the Pennsylvania Electric Com- 
pany, a subsidiary of the Associated 
Gas and Electric Company. 
In making public its resolution and 
order the commission commented as 
follows: 


“In its action in the matter of the Clarion 
River Power Company’s license, the Fed- 
eral Power Commission has established an 
important precedent. It announces that 
where a holding company, by foreclosure 
sale against the property of an operating 
utility licensed by the commission, procures 
a transfer of such property to another 
company likewise under the holding com- 
pany’s control, the Federal Power Commis- 
sion will refuse to recognize the transfer 
as an involuntary sale. 

“This ruling, while of general effect on 
regulation in the interest of the consuming 
public, incidentally should be of far-reach- 
ing importance to investors in the junior 
securities of operating companies who will 
find in it a protection to whatever values 
they may own which might otherwise be 
impaired or destroyed by transfers of the 
property. In the present instance, there is 
involved an issue of $4,453,000 of preferred 
stock, and the commission’s action results 
in the restoration of whatever equity that 
stock may possess. The transfer of the 


Clarion River Power Company property by 
the actual holding company from one of 
its controlled subsidiaries to another illu- 
strates the tremendous influence of holding 
companies over operating companies in the 
wer industry and supports the Federal 
ower Commission’s contention set out in 
its recent report that adequate Federal 
regulation of licensed operating companies 
requires regulation of the holding com- 
ny in the shadow of which many of the 
ederal licensees live and move and have 


their being.” 


The property of the Clarion River 
Power Company, a federally licensed 
operator, was sold to the Pennsylvania 
Electric Company March, 1932, to cover 
mortgages held by the Pennsylvania 
Electric Corporation, also a subsidiary 
of the Associated Gas System. The 
sale was described as a “foreclosure 
sale” for the sum of $6,500,000. 

C. E. Paxson of Travis, Paxson, Wal- 
lace & Philbin, counsel for the Clarion 
River Power Company, upon learning of 
the action of the Federal Power Commis- 
sion, stated that his clients had acted in 
entire good faith under a construction 
of the law which in their opinion made 
it unnecessary for the commission’s ap- 
proval to be obtained, but in view of 
the contrary finding of the commission 
he had advised Oswald Ryan, general 
counsel for the Federal Power Com- 
mission, that his clients were desirous 
of complying with the commission’s or- 
ders. Re Clarion River Power Co. 


e 


New York Commission Approves New Rural Electric 
Extension Plan 


HE New York Public Service 
Commission has approved new 
plans for constructing rural electrical 
extensions filed by the New York State 


Electric & Gas Corporation so that the 
utility may be able to continue the ex- 
tension of its lines and furnish electric 
service to numerous families in a large 
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rural area now without such service. 
The plan provides that the company will 
continue to build lines under its regular 
extension plan, where there are five or 
more customers per mile when these 
prospective customers meet the condi- 
tions set forth in the tariff schedules of 
the company. Prior to the new plan 
the limitation was only two customers 
per mile. 

In cases where the number of pros- 
pective customers are less than five per 
mile of extension the company will 
make the extension if the customers to 
be served advance to the company the 
estimated cost per mile of extension. 


e 


Refunds will be made by the company 
the first of each year in an amount 
equivalent to one half of the total reve- 
nue received from the extension during 
the preceding year until the full amount 
advanced has been repaid. Interest on 
unrefunded balances will be paid at the 
rate of 6 per cent per annum. Com- 
plete refunds will be made in all cases 
within ten years. The commission had 
previously disapproved of a plan filed 
by the company which would require all 
customers, regardless of the density of 
lines, to advance the cost of such exten- 
sions. Re New York State Electric & 
Gas Corp. 


Utility Bond Issue to Repay Holding Company Loans Approved 


HE Massachusetts Department of 
Public Utilities has approved of a 
mortgage bond issue of the Lowell Gas 
Light Company in an amount of $950,- 
000 which will be in partial repayment 
of $1,500,000 in notes which in turn 
were given for money that was turned 
over to the American Commonwealth 
Power Associates, which later became 
insolvent. Approval of the bond issue 
was granted on condition that the util- 
ity “shall reduce its premium account 
by the amount of $450,000, and that any 
moneys recovered on account of the 
loan made by the company to the Amer- 
ican Commonwealth Power Associates 
shall be applied to additions to and im- 
provements in the property or to reduc- 
tion of bonds or notes issued to retire 
notes amounting to $1,500,000 issued by 
ped aed under date of June 15, 
The commission’s action resulted from 
the majority vote, including Chairman 
Henry C. Attwill, and Commissioners 
Henry G. Wells and Leonard F. Hardy. 
It was based upon the position that the 
issue would avoid a receivership for the 
utility. It was feared that a receiver- 
ship might result in a reorganization at 
a higher capitalization with resulting 
higher rates. Commissioners Abraham 
C. Webber and Everett C. Stone dissent- 


ed. Commissioner Webber objected to 
what he termed forcing the public utili- 
ties commission to act as a collection 
agency for a creditor. He was of the 
opinion that legislation should be en- 
acted to provide for local representation 
on boards of directors. He also advo- 
cated increased power to the commis- 
sion in supervising loans of utilities and 
the prevention of investments by sav- 
ings banks in loans of utilities not sub- 
ject to commission approval. 

The majority members characterized 
the action of the directors in loaning 
the borrowed funds to the New York 
holding company as “reprehensible.” 
They added, however: 


“We are confronted with the practical 
question as to whether it is better to au- 
thorize the issue of bonds and thus avoid a 
receivership, or to deny the application and 
leave the note holders to obtain payment 
of their notes as best they can.” 


It was pointed out that the Lowell 
Gas Light Company was unquestion- 
ably solvent and that the note holders 
would, through legal proceedings, col- 
lect the amount due on their notes. The 
majority opinion stipulated that the pro- 
ceeds of the bonds shall be applied 
“solely to the payment of the outstand- 
ing indebtedness of the company.” Re 
Lowell Gas Light Co. 
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Another Wisconsin Utility Ordered to Stop Dividend Payments 


HE Mid-West States Telephone 
Company, subsidiary of the Mid- 
Continent Telephone Company, a Dela- 
ware corporation (in turn controlled by 
the Mid-West States Utilities Company 
—now in receivership) has been direct- 
ed by an interlocutory order of the Wis- 
consin commission to stop further pay- 
ments on dividends on common stock 
or any further payments of any money 
to holding companies in the form of 
loans, advances, or otherwise. The 
hearing will be held by the commission 
on a date to be fixed later to determine 
whether the interlocutory order should 
be made final. The commission states 
in its order that within the past few 
months matters have come to its atten- 
tion which indicated that necessary 
maintenance or other projects to keep 
service from deterioration are being de- 
ferred for lack of funds. The com- 
pany’s books disclose that “accounts re- 
ceivable from affiliated companies were 
carried at $78,975, the greater portion 
of this amount having been advanced to 
the Mid-Continent Telephone Company. 
The income account discloses that $29,- 
337 was transferred to surplus. All se- 
curities of the company appear to be 
held by affiliated interests.” 
The operating subsidiary which 
serves eleven communities in the Fox 


river valley, according to the order, “ap- 
pears to be postponing expenditures 
needed to keep service unimpaired and 
turning over its cash resources to a 
holding company seemingly for the sole 
or primary benefit of still another hold- 
ing company which is in the hands of 
receivers.” 

One of the interesting features of the 
order was the commission’s answer to 
assertions that during the past decade 
commission jurisdiction over holding 
companies or their financial transactions 
with operating subsidiaries was not nec- 
essary for adequate protection of con- 
sumers’ interest in service and reason- 
able rates. The commission order stat- 
ed: 


“In this instance we apparently have a 
direct refutation of such assertions.” 


The order held that if further inves- 
tigation establishes the indications as 
facts beyond reasonable doubt, a direct 
and immediate injury to consumers’ in- 
terests is involved and that a long con- 
tinuation of such a policy would require 
higher rates to restore service to that 
quality contemplated by existing rate 
schedule. It -said that even now or in 
the immediate future, the present rates 
may prove unreasonably high. Re Mid- 
West States Telephone Co. 


7 


Substitute Service as a Basis for Rate Making 


UnirTep States court for the west- 

ern district of Oklahoma has 
granted a permanent injunction re- 
. Straining the enforcement of a recent 
order of the Oklahoma Corporation 
Commission fixing rates for electric 
service furnished for the operation of 
cotton gins by the Oklahoma Gas and 
Electric Company at 2.75 cents per kilo- 
watt hour throughout the state. The 
commission’s order dealt largely with 
evidence showing the low cost of oil, 
gas, coal, and other fuels obtainable for 
the operation of cotton gins as com- 


pared with the cost of electrical opera- 
tion. This evidence indicated that the 
former rates of the utility for electrical 
service exceeded by a _ considerable 
amount the cost of competitive fuels. In 
fact the cost of ginning per bale of cot- 
ton by electricity was 89 cents as com- 
pared with 56.2 cents per bale ginned 
with other fuels. But since it would 
require the ginner to make a greater in- 
vestment for operation by other fuels 
than by electric power, the rate for elec- 
tric power for cotton ginning was re- 
duced to the approximate level of the 


656 





fr emo 


a ee” lO lelUCUrrl Sel rel rl CL 











lower costs of other operative fuels. 

When the utility objected that the re- 
sulting return on the plant investment 
required to furnish ginning service 
would be confiscatory, the commission 
answered that as long as the utility’s re- 
turn on its whole operation was reason- 
able, there could be no confiscation. It 
did not, however, attempt to value the 


. utility’s property or to base its rate or- 


der upon any other basis than the com- 
parative cost of substitute fuel opera- 
tion. The court held that the commis- 
sion had adopted an unlawful basis for 
rate making and that the order was 
void and the case must go back to the 


& 
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commission for an order made upon a 


“lawful basis.” The court stated: 


“The power to compel a citizen to fur- 
nish one commodity for the same price that 
others can furnish substitutes, is an ex- 
traordinary power. Most of us would use 
electricity for heating and cooking in our 
homes if the cost was no more than for 
coal. Railroads have voluntarily put in rates 
to compete with water competition, as gas 
companies have put in industrial rates to 
compete with coal. It is a different thing 
to compel, by force of law, a utility to fur- 
nish services at less than cost in order to 
meet such competition. We do not be- 
lieve such power exists.” 


Oklahoma Gas and Electric Co. v. 
Corporation Commission. 


Other Important Rulings 


HE Federal Power Commission on 

October 25th announced its inten- 
tion to exercise the jurisdiction con- 
ferred by the Federal Water Power Act 
to regulate and control the amount and 
character of security issues of its li- 
censee, the Portland General Electric 
Company of Oregon, “until such time 
as the state of Oregon shall have vested 
the power of such regulation and con- 
trol in its public utility commission or 
other authority.” The action of the 
commission, taken in the form of a res- 
olution unanimously adopted October 
24th, follows a request from the com- 
missioner of public utilities of Oregon, 
Charles H. Thomas, that the Federal 
regulatory body exercise its jurisdiction 
as to securities over three Oregon com- 
panies. The commission extended its 
jurisdiction, however, only to the Port- 
land General Electric Company since 
this company is a licensee of the com- 
mission, while the other two companies 
are not such licensees and are not sub- 
ject to its jurisdiction. The order di- 
rected the company to file a complete 
statement as to its securities. Re Port- 
land General Electric Co. 


A motor train consisting of fewer 
than five cars must be manned by a 
crew of four men in Nebraska, and the 
state “full crew law” is violated when 
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one of the five men required on a regu- 
lar passenger train of five cars or more 
is designated as a “trainman” instead of 
as a “brakeman,” notwithstanding that 
he might be fully qualified to act as 
brakeman, according to two orders just 
issued by the state railway commission. 
The motor train case originated in a 
complaint filed on behalf of the Broth- 
erhood of Railway Trainmen against 
the Chicago & North Western Railway, 
alleging that two trains, each composed 
of fewer than five cars and carrying 
passengers, were being operated with- 
out full crews as provided by the state 
law. The railway company contended 
that the trains in question are motor 
trains which are not governed by any 
specific law and that the trains are ade- 
quately manned to protect safety of and 
service to the crews, the railway com- 
pany, and the traveling public. The at- 
torney general, upon request of the com- 
mission for an opinion, held that the 
motor trains are passenger trains with- 
in the meaning of the Nebraska stat- 
utes providing for full-crew operation. 
The other case was filed on behalf of 
the Brotherhood of Railway Trainmen 
against the Missouri Pacific Railroad. 
It involved the employment of a colored 
trainman, whose race and color, the or- 
der. explained, disqualified him from 
holding the position of brakeman. 









